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ABSTRACT 

In their deliberations leading to the basic 
conclusions and recoaaendations reported in "Financing Postsecondary 
Education in the Onited States.** Coaaissioners of the National 
Coaaission on the Financing of Postsecondary Education used staff 
prepared suppleaent,ary materials, ^his report is 'One of a series of 
staff reports prepared to aake the^ aaterials available to a broader 
audience. Five papers prepared by tihe National Coaaission's staff are 
collected in this voluae. They expl'ore several areas that are 
relevant to postsecondary education policyaaking in the 1970s: 
18-year-old aajority, noncollegiate institutions, recent financing 
proposals, and alternative nodes of financing (especially 
congressional tax-credit proposals.) Titles of the papers are: 
"Future Policy Issues Concerning Postsecondary Education: Deaand and 
Supply**; •*The New Adults and the Financing of Postsecondary 
Education: The laplications of the 18-year-old aajority**; «*A Suaaary 
and Analysis of t^e National Coaaission* s Survey of Noncollegiate 
Institutions**; and "Recent Proposals for Financing Postsecondary 
Education: A Suaaary". (Author/PG) 
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POSTSBCONDARY EDUCATION DEMAND AND SUPPLY 
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Paper 1 

FUTURE POLICY ISSUES CONCERNING 
POSTSECONDARY EDUCATION DEMAND AND SUPPLY 

I 

In the past,, we have usually interpreted the term "postsecondary 
education" rather narrowly to include 18-22 year old individuals enroll- 
ed or seeking enrollment for degree credit in traditional collegiate 
j lis ti tut ions. Rec^ently, public policy discussions hav^s broadened — 
extending the fotus from the 18-22 year old age group to adults of all 
ages, from degree credit enrollment to all participation in organized 
learning opportunities, and from collegiate institutions to all appro- 
priate forms of colle^ate, noncollegiate, and comirunity organizations. 

Viewed with this wide-angle lense, postsecondary education includes 

1 ^ 
almost 78,000 institutions offering foimal, organized instruction to 

about 24 million individuals (see Table 1). Currently about 11,000 
institutions enrolling about 10 million individuals are routinely 
accepted by national policy makers as part of the postsecondary educa- 
tion enterprise. The growing interest in and concern for recurrent 
education and the increasing social legitimation of adult and continuing 
education suggest that national policy decisions will soon encompass the 
total horizon of postsecondary education. It is within this broader 
purview that we here discuss several important issues of postsecondary 
education financing. 



I. 

THE MYTH OF THE STEADY STATE 

In the last four or five years » a great deal of higher educa- / 
tion research and discussion has focused on the slowing rate of 
growth in enrollments (or the absolute decline in enrollments at 



In 1972 » the U.S. Office of Education reported approximately 
2,900 collegiate institutions » 11^700 noncollegiate institutions of 
which 8,200 are accredited » and 66^800 other organizations including 
churches, other religious organizations » Y^£A» YWCA» Red Cross^ civic 
groups 9 and other social service and cultural groups. 

O »i 3 ' 
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Table 1: Postsecondary Education Enrollments, 
1967, 1969, and 1972 

(Numbers in Thousands) 



Enrollment Categories 1967 1969 1972 



^ Collegiate Sector 

Degree Credit Enrollment 6,409 7,484 8,220 

Noncredit Enrollment 5,644 4,381 5,932 

Noncollegiate Sector Enrollment 

Public Grade/High School 1,970 2,203 

Private Voc/Trade/Business 1,504 1,400 

Other 

Employ#»s 2,274 2,612 

Community Organization 1,554 1,998 

Tutor or Private Instruction 763 944 

Other Sponsors 2,606 2,514 

Unduplicated Postsecondary Enrollments 

Degree Credit 6,409 7,484 8,220 

Nondegree Credit 11,718* 13,041 15.734 

Total 18^12? 20,525*'" 23,954*** 



SOURCES: These U.S. Office of Education surveys and publications: 
"Noncredit Activities in Ins ti tut inns of Higher Education, 
1967-68" (Government Printing Office, 1972); "Participation 
in Adult Education: Initial Report 1967" (1971); Adult 
Education Participation Survey, 1972, preliminary tabula- 
tions; aiid Projection of Educational Statistics to 1981-82 
(1973). 

*Estimated from 1969 and 1972. Relationship of nondegree credit 
enrollment to degree credit enrollment. 

**The noninstitutional civilian population age 17 and over for this, 
date was 130,314,000. 

***The noninstitutional civilian population age 17 and over for this 
date was 138,865,000. 
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sone institutions) . Demographic statistics (such as plumroeting 

birth rates and stable or falling rates of college attendtmce 

have been gathered and widely accepted; they portend little 

change in enrollments for the next decade or two. College enroll - 

ments more than doubled in the 1960s, but forecasts claim only about 

a 20 percent increase in the 1970s. This prediction indicates a 

fall in the average rate of growth from better than 7 percent to 

2 

less than 2 percent. 

On the basis of such demographic trends « some have concluded 
that "institutional competition for students will increase to intense 
levels bordering on the rapacious. Some institutions--both public 
and private--will no doubt be forced out of enrollments." But pre- 
dictions of enrollment stagnation and institutional cannibal izat ion 
are based on the assumption that liberal arts is the message and 
18-22 year olds are the audience for postsecondary education; that 
institutions are unlikely to attract new clientele; and that continu- 
ing education is not ^^kely in our society to become an accepted 
activit/ pattern.^ 

While the oft-cited, pessimistic demographic projections and 
collegiate participation trends are borne out by empirical evidence, 
the prevailing assumption about the primacy of liberal arts, ;:he 
absence of new clientele, and the illegitimacy of continuing educa- 
tion find little support frotn the available data. For instance, 
acrorrling tc the 1971-72 Higher Education General Information Surt^ey 
(HEGIS) data, liberal arts programs represented only 22 percent of 
programs offered by collegiate institutions and accounted for only 
30 percent of collegiate sector enrollments. And over one-half 



2 

Financing Postsecondary Education in the United States (Gov e m - 
ment Printing Office, December 1973), p, 23. 

3 

Lyman A. Glenny, "Pressures in Higher Education." College S Univer- 
sity Journal (1973), p. 7. 

*For a full expression of views based on such assumptions, see 
Glenny, op. cit. 
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(54 percent) of the liberal arts programs were offered by liberal 
arts institutions,^ which claimed less than 8 percent of total 
collegiate sector enrollments. The remaining 46 percent of the 
liberal arts programs are largely in (Comprehensive colleges; and 
while we do not know their enrollments by program, their total is 
30 percent of the collegiate^sector enrollment.^ 

American postsecondarr education has evolved into an enter- 
prisetin which most institujcions are not liberal arts colleges, 
most academic programs are not liberal arts programs, and most 
students are not enrolled in either liberal arts colleges or liberal 
arts programs. The collegiate sector is currently engaged primarily 
in occupational, professional, and two-year terminal programs; the 
nciicollegiate sector is engaged almost exclusively in occupational, 
professional, and short-term programs. As shown in Table 2, over 
60 percent of the adult education activities are professionally- 
re^ed or for credit. Basing national policy towards postsecondary 
education on the premise that liberal arts education for youth is 
the dominant form of American postsecondary education is probably 
unwise for the future and unsupported by the evidence of the present. 

The second assumption of steady state is that institutions of 
postsecondary education -ire unlikely to attract new clientele beyond 
the traditional group of 18-21 year olds seeking degree credit. The 
fact is, however, that a new clientele has already been attracted 
to postsecondary education in general and to traditional institutions 
in particular; we have simply closed our eyes to these individuals. 
A 1967-68 survey by the U.S. Office of Education indicates that 55.5 
percent of the 2,202 responding institutions enrolled some 5.6 million 



Financing Postsecondary Educatio n, p. 162. HEGIS uses five categories 
of academic programs: liberal arts, occupational, professional, teacher 
training, and two-year. The figure of 22 percent does not include the 
many subcategories of each program. ^ 

^ Financing Postsecondary Education , p. IS. Note: the enrollment figures 
are for 1972y73 while the program figures are for 1970-71, the last year 
for which program data were available at the compiling of the Financing 
manuscript. / 
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Table 2: Distribution of Adult Participation 
in Educational Activities, 1972 



Activity 






Adult Basic Education 


4.0 


3.5 


Americanization 


0.7 


0.5 


High School § College Courses for Credit 


20.0 


19.0 


Technical and Vocational Skills 


20.4 


19.4 


Managerial Skills 


6.5 


6.4 


Professional Skills 


14.5 


16.8 


Civic and Public Affaifs 


2.0 


1.9 


Religion 


4.7 


3.4 


Safety 


1.8 


2.3 


Home § Family Living 


3.0 


3.6 


Personal Development 


8.0 


9.1 


Hobbies 


7.8 




Sports and Recreation 


3.1 


5.5 


Other 


3.5 


3.0 


Total 


100.0% 


100.0% 



SOURCES: U.S. Office of Education, Adult Education Particij^ation Survey 
1969, special calculations; and Adult Education Participation 
Survey 1972, special calculations. 
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adults (in some form of noncredit adult educational activity) and 
some 6.4 million traditional degree credit students. Purtheimore^ 
these statistics on adult enrollees are believed to be understated 
significantly. Without compensating for such an undercount^ we 
see that even seven years ago most institutions of higher education 
offered formal learning opportunities for adults*-and thereby served 
a clientele almost as large as the traditional youth clientele. 

While postsecondary educational institutions often do not recog-* 
nize the large adult clientele that th^jc are now servings they similarly 
do not recognize the large adu^tc^iint^e that they are not serving. 
Table 3 shows that *29 percent ofSfotlld^be** learners wanted to study 
at. postsecondary educational institutions^ but only 17 percent of 
actual learners enrolled in these institutions. Without appropriate 
institutional settings for their learning activity^ twice the proportion 
of people studied at home or on the job (30 percent) as the proportion 
that wanted to (15 percent). Although this evidence is not conclusive^ 
it does suggest that if institutions of postsecondary (and secondary) 
education were more responsive to the desires of adult learners « aduit 
participation I in postsecondary educational institutions might increase 
by SO percent. 

The third assumption behind the steady state theory--that continuing 
education is not likely, to become an accepted pattern for education in 
our society--reflects tellingly the divergent levels of public and insti- 
cucionul awareness about education. Actual ly« adults ovf^r 21 have enrolled 
in large numbers » even though many college faculty members and administra- 
tors denigrate continuing education when it comes to granting academic 
credit or evaluating {aevtlty involvement and while most state and federal 
financing programs extlu^ continuing education. This age g^oup voted 
time and dollars to jaftirm that continuing education is a perfectly legiti- 
mate form of education. One-eighth of the entire adult population was 
enrolled in 1972 in some form of continuing adult education. In 1972, 



'^Florence B. Kemp, Noncredit Activities in Institutions of Higher Educa- 
tion (Government Printing Office, 1972). 

^Ibid . , p . 1 . 
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Table 3: Re\.xT.ionship Between Locations Desired 

and Actually Used for Adult Learning, 1973 



Locations 



Percent of Oesi 
Locations 




Percent of Actually 
Used Locations'* 




Hone 


10 




17 




Employer 


5 




13 




Public High School 


16 




9 




Private Voc/Bus/School 




1 

^ 29 


3 




[Public 2-Year College 


10 ' 


6 




4-Year College or University 






6 




Graduate School 


. 3J 




2 


) 


Conununity Free School 


10 




3 




Business Site 


5 




5 




Individual Instruction 


• 5 




4 




Correspondence School 


4 




2 




Local Social Organizations 


3 




6 




Arts or Crafts Studio 


3 




0 




Religious Group 


2 




6 




•Sovernment Agency 


2 




5 




Library, Museum 


1 




2 




Recreational Groups 


1 




2 




Other 


6 




.7 





17 



SOURCE: Abraham Carp, et al . , "Learning Interests and Experiences of 
Adult \mericans," mimeographed (Berkeley, California: Educa- 
tional Testing Service, 1973), pp. 76-77 and 82-83. 

♦Columns are rounded and may not add to 100 percent. 
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26 percent of the 18-24 year old group was erfrolled in Oie collegiate 
sector.* By contrast, in, the same year, 31 tercencafa 11 college 
graduates, 23 percent of all adults who had ^bapTSted some college 
work, and 15-20 percent of all adults with incomes over $10,000 were 
enrolled in one or more continuing education programs (see Table 4). 
And because more women than men were enrolled, and 45 percent of all 
adult participants were over 35 (see Table 5). continuing education 
enrollments were more in tune with the age and sex distributions of 
the general population ^han were collegiate enrollments. It would 
be more accurate to restate the third assumption to recognize that 
public and traditional institutional policies are significantly 
incongruent with the accepted "pattern of continuing education in 
our society. 

The steady state theory of enrollments in post§econdary educa- 
tion is unsupportable for two basic reasons: (a) the assumptions on 
which the prediction is base4--that is, the primacy of liberal arts 
over occupational and career training, the absence of new clientele, 
and the Illegitimacy of continuing education- -are not supported by 
the available evidence; and (b) the demographic ai^d'^'paVticipation 
trends in the adult population (upward) are jus|rthe^^posite of the 
corresponding trends in tlie 18-22 year old p^puTation. While the 
adult population is growing at about 2 percent year , continuing 
education enrollments are growing at about A perceiu^^^ ^yea r , the 
same rate higher education enrollments grew dWing the baby-boom of 
the 1960s. The adult participation rate is th\s increasing about 
5 percent per year. And it has all the more potential impact because 
it is applied to an adult population that is now more than 6 times as 
large as the 18-22 year old population. The increasing adult participa- 
tion rate will probably more than counterbalance the expected steady 
or declining rate of participation by the 18-22 age group. 



U.S. Bureau of the Census, Current Population Survey (Oc tob^ 1972) , 
special tabulations. The age range 18-24 is used because comparalile 
18-21 statistics are not available. 

^^Computed from Table 1. 
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T^le 4: Population Participation Rates in Adult Education, 
by Income and Edugation,. 1972 



Highest Level of Educational Attainment 













All 
All 

Educational 
Levels 


Income 


Non High 
School Grad 


High School 
Graduate 


Some 
College 


College or 
urao uegree 


0- 2,999 


2.6% 


9.4% 


20.4 


22.2% 


5.1% 


% 000- 5 S99 


3.S 


10.2 


18.4 


24.0 


7.4 


6,000- 7,499 


4.0 


10.7 


22.2 


21.3 


9.4 


7.500- 9.999 


4.8 


/ 11.3 


23.1 


30.4 


11.5 


10,000-14,999 


5.7 


13.7 


22.8 


33.2 


15.2 


15,000-24,999 


5.4 


14.2 


26.4 


33.8 


19.1 


25 « 000 -over 


3.3 


15.0 


21.5 


26.5 


19.9 


Average of all 
Inoane Levels 


4,1% 


12,4% 


22,9% 


30.5% 


12,4% 



SOURCE: U.S. Office of Education, Adult Education Survey 1972, special tabulation. 
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Table 5: Population Participation Rates in 

A^ult Education, by Sex and Age, 1972 



Sex 


Age 


(%) 


Number of 
(•000) 


Adult 
r upu X aw xon 
.('00*0) 


Participation 
(%) 


lift 1 A 




27,7 


4,365 


19,390 


22.5 


\ 


35-54 


18.2 


2,855 


21,825 


13.1 




55+ 


3.3 


518 


17,111 


3.0 


All Men 








58,326 


13,3 


Female 


17-34 


27.2 


4,279 


23,414 


18.3 




35-54 


18.2 


2,870 


23,895 


12.0 




55+ 


5.4 


847 


21,628 


3.9 


All Women 




60.8 


7,996 


68,937 


11.6 


Total 




100.0% 


15,734 


127,263 


12,4% 



SOURCE: U. S. Office of Education, Adult Education Survey 1972, special tabulation. 



'Excluding current full-time students. 
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Knowing these trends, it is hard to feel in st^p idth the 
steady state prophets of doom. While for postsecondary education 
these are perhaps not the best of times, they are also far from 
the worst of times : the demand for postsecondary education is 
strong and growing as adults of all ages seek personal and profes- 
sional development; most of the learning opportunities are occupa- 
tionally oriented, in recognition of the critical linkages between 
work and education institutions are demonstrably responsive 
(some would argue too responsive) to changing societal needs and 
priorities; and postsecondary education has already done far more 
to serve a broad constituency that it recognizes or for which it 
is recognized. 



II. 

PUBLIC POLICY CONCERNS ABOUT 
FINANCING POSTSECONDARY EDUCATION 



The conditions of institutional financial distress, faculty 
collective bargaining, limited productivity gains, rapidly changing 
labor markets, and competing demands for public funds, all severely 
c(»iplicate educational policy makers' decisions, especially about 
financing. Comfortable with the view that "postsecondary" means 
"colleges with a youthful constituency" and persuaded by the myth 
of steady state in student demand for education, most state and 
federal policy makers have dealt with only a small part of the post- 
secondary educational enterprise. Similarly, most researchers have 
focused their attention only on youthful collegiate students. Conse- 
quently, we have little data to infonn the decisions of policy makers 
dealing with the broad purview of postsecondary education. 
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^^See Chapter 5, Work in America (Cambridge, Mass.: MIT Press, 1973), 
for a discussion of the relationship between work and education. 

^^For a lucid description of these conditions, see Earl F. Cheit, 
"Coming of Middle Age in Higher Education," paper presented to the 
National Association of State Universities and Land-Grant Colleges, 
November 13, 1972. 
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The major concerns besetting national policy makers in their 

consideration of financing postsecondary education fall into three 

areas: (l) the equity with which postsecondary education and its 

financing programs are accessible within our society; (2) the effect- 

iveneee of public policy programs in accomplishing public objectives; 

and (3) the iiviaian of respaneibility for financing postsecondary 

education among federal, state and local governments, participants 

13 

(or their families), and the private sector. All three of these 
major concerns can directly affect not only individual demand for 
postsecondary education but also institutional decisions as well. 

Equity 

Equity .is a particularly difficult concept to sort out. Perhaps 
it is easier to begin by agreeing what, for public policy purposes, 
equity does not mean. Equity does not mean that every individual or 
institution makes the same decisions. On the contrary, individuals 
choose on the basis of their own preferences and institutions reach 
decisions on the basis of the preferences of their constituent members. 
Equity offers the possibility of making choices this way. 

Nor does equity mean that every person should receive the same 
public subsidy for their postsecondary education. In Rodriguez (1973) 
and other recent decisions, the Supreme Court has held that elementary 
and secondary education is not a right; such a decision makes it diffi- 
cult to argue successfully that postsecondary or recurring education 
is a right. Tne Rodriguez decision also means that there is no legal 
requirement to distribute public funds on an equal per capita basis. 
Independent of the legal argument, distribution by means of equal per 
capita or other subsidy formulas makes little economic sense for two 
reasons: (a) different educational programs cost substantially different 
amounts; and (b) different financial subsidies are needed to encourage 



Such institutional policy concerns as financial distress, governance, 
collective bargaining, and tenure, are not highlighted in this list 
focusing on individual demand for postsecondary education. However, they 
will be of direct concern when they affect these three major areas. 
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enrollments by different groups of individuals or to affect the 
decisions of different types of institutions (either to encourage 
the development of specialized skills or to promote particular 
social objectives) . 

Nor does equity mean enrollment of equal proportions of 
various demographic groups, such as women, minorities, or persons 
over 25 years old. Nor does it mean equal proportions of each 
kind of postsecondary educational institution. Nor does it mean 
equal financing for each institutional type. Such a definition 
of equity is tantamount to a quota system; if rigorously applied, 
it would arbitrarily constrain everybody to a fixed ratio of human 
and institutional types, a ratio based on the participation rate 
of the least interested demographic group or the institutional type 
with the fewest menbers. 

Our society's notion of what equity is (or is not) has evolved 

like case law; it is based on past responses to particular situations. 

The last twenty years of progress in civil rights, for instance, have 

certainly affected our notion of equity: such experience requires 

that individuals not be denied access to postsecondary education on 

the basis of age, sex, race (or ethnic group), country of origin, or 

religion. The last fifteen years of federal student aid legislation 

are also part of our notion of equity; they underscore that a low 

level of family income or assets should not deter individuals who 

desire to attend postsecondary educational institutions from doing 

so. And over the past several years, federal procedures for awarding 

grants and contracts have been established to provide a wide variety 

14 

of institutions a chance to compete equitably. 

The meat ing of "equity" is always evolving, and precision in 
its definition is mercurial. On the whole, however, the concept of 
equity in postsecondary educational policy always seems to consist 
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A set of criteria for equity in public policy towards postsecondary 
education can be formulated analytically. For one such fovraulation, see 
George B. Weathersby, "A Broad View of Individual Demand for Postsecondary 
Education: Major Policy Issues," a paper delivered at NCHEMS' National 
Invitational Seminar (May 16, 1974). 
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of two factors: (a) that policies cannot be used to discriminate 
against individuals or institutions; and (b) that institutional 
decisions cannot so discriminate. In the first instance, legisla- 
tion and court enforcement oversee implementation; in the second, 
imaginative and effective public programs implement the objectives. 

Effectiveness of Public Policy Programs 

While equity has been a major objective of public policy on 
individual demand for and institutional supply of post secondary 
education, it has not been the only objective of public involvement. 
National Direct Student Loans, NSF fellowships and traineeships, 
the GI Bill, EPDA fellowships, NSF, NIH, NIMH, and other programs 
financing postsecondary educational research have served special 
purposes beyond equity. With multiple objectives in public policy, 
evaluating the effectiveness with which public policy programs 
achieve these public objectives is difficult and imprecise; federal 
and state governments have devoted a great deal of effort in this 
regard. In this paper, however, effectiveness is examined just in 
terms of the ways that public policies influence individual demand 
and institutional supply of postsecondary education. 

As several studies of student demand have found, the following 
variables (among others) are significantly correlated with young 
people's choices of entering and remaining in postsecondary educa* 
tional institutions: individual academic achievement; secondary 
school curriculum; price of attending postsecondary education; 
instructional program characteristics; and parental education, 
occupation, wealth, and income. There are significant interrelations- 
ships among many of the studenL-related variables (such as lamily 



There has been some empirical research on individual demand and 
virtually no empirical research on institutional supply. Research on 
individual demand includes: Stephen A. Hoenack, W.C. Weiler, and 
Charles C. Orvis, *'Cost-Related Tuition Policies and University Enroll- 
ments," mimeographed (Management Information Division, University of 
Minnesota, 1973); Stephen A. Hoenack, 'The Efficient Allocation of 
Subsidies to College Students/* American Economics Review , Vol. 61 
(June 1971), pp. 302-311: Stephen A. Hoenack and Paul Feldman, *Trivate 
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education, occupation and income) and institution-related variables 
(such as tuition, student aid, program offerings, and program quality). 
These variables are affected by public financing decisions; and they 
in turn affect individual attendance decisions. 

To understand the effectiveness of public postsecondary educa* 
tiori policy in terms of individual demand and institutional supply, 
it is important to distinguish bet^en price subsidies and Income 
subsidies. Price subsidies arc conditional upon and/or related to 
making particular decisions, such as institutional willingness :.o 
operate with open admissions or students to enroll in postsecondary 
education. Basic Grants, Guaranteed Student Loans, Veterans* 
benefits, and low tuition are examples of student price subsidies, 
because the individual does not receive these subsidies if he or 
she is not enrolled in an aQpproved form of postsecondary educational 
institution. Examples of individual income subsidies are welfare 
and unemployment benefits; but there is virtually no information on 
the proportion of thes^e income subsidies devoted to postsecondary 



(continued) Demand for Higher Hrlucation,'* EconOTiics and Financing 
of Higher Education in the United States , Joint Economic Committee (1969), 
pp. 375-398; A.J. Corrazzini, et al . , "Determinants and Distributional 
Effect of Enrollment in U.S. Higher Education,** Journal of Human Resources , 
Vol. Ill, No. 1 (Winter 1972), pp. 39-59; R. Campbell and B.N. Siegel, 
**Demand for Higher Education in the United States,** American Economics 
Review , Vol. 57 (June 1967), pp. 482-494; Leonard S. Miller, *'Demand for 
Higher Education in the United States,*' unpublished paper presented to 
the National Bureau of Economic Research Conference on Education as an 
Industry (June 1971); David Mundel , C. Manski, and Meir G. Kohn, A Study 
of College Choice , published paper presented to Economists Society (December 
1972); R. Radner and L.S. Miller, "Economics of Education: Demand and Supply 
in U.S. Higher Education--Progress Report,'* American Economics Review (May 
1970), pp. 326-334. 

^^The role of public policy has been to increase the supply of low-priced 
loan money to institutions and students, which is just another form of 
price subsidy. Undoubtedly, institutional and student loans would be avail- 
able without government guarantees, subsidies, or direct loans; hvx purely 
commercial loans for institutions or students would carry a high interest 
rate . 
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education. General institutional support and unrestricted gifts 
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are exaoiples of institutional income subsic' .es* 

Most public support for postsecondary education is in the 
foxm of price subsidies— either in the form of low tuition subsidies 
in public institutions (about $9 billion in Fiscal Year 1972) or 
student aid ($4.2 billion). Out of a total public involvement of 
$17.4 billion, then, price subsidies in 1972 totaled $13.2 billion. 

If the assertion is correct that price subsidy is the principal 
strategy for public intervention in the financing of postsecondary 
education, then we should ask, "How effective are alternative mechan- 
isms for delivering price subsidies in affecting (a) individual deci- 
sions to attend postsecondary institutions, or (b) institutional 
responses to public policy changes?" Unfortunately, there is very 
little information with which to answer this double-edged question. 

No major study has estimated empirically the comparative degrees 
of effectiveness among student grants, student loans, student work, 
tax credits, low tuition, and other foxms of financing in affecting, 
favorably, student decisions to attend postsecondary educational insti- 
tutions. Most empirical studies of individual demand for education 
have analyzed the effects of tuition on the probability that recent 
high school graduates will attend postsecondary educational institu- 
tions. Their results fall in the range of a statistically significant ' 
1 percent to 3 percent decline in enrollments for a $100 increase in 
tuition; and they indicate that individuals from low-income families 
are slightly more responsive than individuals from high-inc(xne families 
to increases or decreases in tuition. In other words, from the available 
evidence, we would expect price subsidies through low tuxtion to have 
an effect on individual dem^ind for postsecondary education- -but the effect 



Some public and private programs do seek through other means than price 
to intervene. According to some studies, for instance, if public policy 
could affect secondary school tracking policies or individual aspirations, 
then changes could significantly affect individual aspirations and enroll- 
ment decisions. Similarly, if decisions about faculty recruitment and 
promotion, ci.rriculura development, and student admissions were more closely 
related to public purposes, institutional effectiveness might well be 
increased . 
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is small. Lowering tuition $100 would have a likely effect on increas- 
ing enrollments by 1 percent to 3 percent; for each additional student 
attracted to postsecondary education, these findings imply, an additional 
subsidy of $3,000 to $10,000 would be needed. 

Similarly, there are no major studies that have estimated 
empirically the differential effectiveness of various forms of insti- 
tutional support. Most studies of institutional behavior have examined 

18 

average behavior and not efficient use of resources. Only recently 

have changes in institutional decisions in response to changes in public 

policy been analyzed. 

The effectiveness of public policies on financing programs should 

not be concerned solely with technical efficiency,, however; morality 

* also plays a role. Many policy makers feel that it is "unfair," "unjust," 

and possibly "immoral" for individuals from poor families (one never 

uses "low income" for "poor" when morality is the issue) to pay the full 

cost of their education or for developing institutions to remain less 

than developed. Sme policy makers view postsecondary education as a 

good that people should possess independent of their willingness or 

ability to pay for it. Similarly, some believe that individuals singly 

should not complete postsecondary education only to face substantial 

school debts. For whatever reason, questions related to financing 

delivery mechanisms are often moral issues to be resolved by voting, 

20 

rather than technical issues to be resolved by analysis. 



Daryl E. Carlson, "The Production and Cost Behavior of Higher Fduca- 
tion Institutions," U.C. Berkeley, Ford Foundation Program for Research 
and University Administration (December 1972), paper .o. 36. 

^^Vaughn Huckfeldt, George Weathersby, and Wayne \ rschling, A Design 
for a Federal Planning Model for Analysis of Access i >ility to Higher 
Education (Boulder, Colorado: National Center for H'gher Education Manage- 
ment Sv tems , 1973) . 

^*^"The public often makes up its mind more on whab it perceives to be 
right, regardless of historical precedent, legal argument, and even hard 
fact to the contrary." Robert C. Andringa, "New Demands by Government 
for Mrry Information from Postsecondary Education," paper delivered at 
2d National Forum on New Planninj, and Management Practices in Postsecondary 
Education, Chicago, Illinois, (November 1973). 
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Where does all of this leave us? As equity continues to be 
the central issue in financing postsecondary education and as v/age 
earning adults and very diverse institutions ai^e more and more re- 
cognized as the major consitutents of postsecondary education, then 
the morality of financing mechanisms will become an increasingly 
less important concern » to be replaced by important considera- 
tions about the efficiency and effectiveness of public financing 
policy. Because there is very little data available about the rela- 
tive efficiency of different public financing policies, efficiency is 
an important area for future research. 

Division of Responsibility 

The third vexing concern in public policy is the appropriate 
division of responsibility- -among governments, institutions, and 
recipients (students) --for the financing of postsecondary education. 
A particular historical process has led to some widely accepted 
patterns of financing: almost every state has maintained a distinc- 
tion between financing undergraduate and graduate education; a great 
many of the adult and continuing education programs are self-support- 
ing or only modestly subsidized; and the profit-seeking proprietary 
institutions have rarely received any public support. These patterns 
are being reexamined in today's strong dialog on the division of 
responsibility. 

With almost 78,000 institutions, governmental units, and private 
parties supporting postsecondary education with tens of thousands of 
different financing arrangements, it is difficult to generalize about 
the appropriate division of responsibility. However, several simple 
observations illuminate the complexity of such a reexamination. 

The first observation is that people do not complain about the 
cost of a good or service until the perceived cost becomes high relative 
to the perceived benefits. It is unclear whether the current interest 
in the appropriate division of responsibility arises out of public dis- 
appointment with the apparent benefits or public disaffection with 
rising costs of postsecondary education. Whichever reason, it seems 
reasonably clear that costs are going to continue increasing- -independent 

20 
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of the apparent benefits of postsecondary education. As Table 6 • 
shows* during the 1960s, the public costs for the collegiate sector, 
who^e institutions receive the bulk of public financial support, 
increased almost twice as rapidly as enrollments (12.4 percent per 
year versus 7-8 percent per year) . The USOE forecasts that this 

Table 6: Past, Current and Forecasted Enrollments 
and Expenditures in the Collegiate Sector 







Percent 




Percent 








Average 




Average 




Categories of 


1961-62 


Annual 


1971-72 


Annual 


1981-82 


Expenditures 


(million) 


Rate of 


(million) Rate of 


(million) 






Change 




Change 








(%) 




(%) 




Public, Instruction § Research 


$3.1 


13.9% 


$11.4 


6.7% 


$21.9 


Public, Total Current 


5.3 


12.4 


17.1 


5.9 


30.5 


Nonpublic, Inst. § Research 


2.3 


8.5 


5.2 


3.4 


7.3 


Nonpublic, Total Current 


4.4 


7.8 


9.3 


3.5 


IS.l 


Enrollment 


3.86 


7.8 


8.12 


3.2 


11.11 



SOURCE: U.S. Office of Education, Projection of Educational Statistics , 
(Government Printing Office, 1973). 

trend will continue for the 1970s, with public costs increasing at 
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5.9 percent per year versus 3.2 percent increase in enrollments. 
Mtanwhile, all nonpublic costs (including tuition and fees), which 
have also increased, are forecasted to continue increasing at the 
same rate as enrollments. In other words, according to USOE analyses 
and forecasts, the public costs of financing collegiate institutions 
will increase about twice as fast as nonpublic costs. Thus, the 
share of collegiate institutional costs borne by the public may well 
grow for the next 20 years. This prospect alone may explain some of 
the public dialog now underway on the appropriate division of financial 
responsibi 1 ity . 

^^ Projection of Educational Statisti cs (Government Printing Office, 1973) 
This projected increase in enrollment is almost twice other enrollment pro- 
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jections by the Census Bureau and the Carnegie Commission. 
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The second observation is that each financial supporter^ views 
his or her financial role as only marginal rather than basic and 
vital. As costs continue to rise^ as the tuition and fees paid by 
students continue to increase, and as the focus on the division of 
responsibility intensifies, the degree to which each institutional 
or individual participant sees his or her role as marginal will pro- 
bably also increase. This perception in turn will lead to increased 
demands for cost analysis to prove that one is not paying more than 
his or her defined marginal share. Because of the extensive inter- 
relationships among their various activities, major research univer- 
sities and other multiple function institutions are particularly 
susceptible to the destabilizing influence of this perception of 
marginal support. With the exception of proprietary schools, post- 
secondary institutions are susceptible to the downward spiral of 
support engendered by this philosophy of financing. 

The third observation is a logical extension of this philosophy: 
namely, the costs of postsecondary education should be borne in pro- 
portion to the benefits received from it. The determination of both 
the magnitude and the distribution of postsecondary education benefits 
have so far eluded calculation. In the past decade, human capital 
theorists and empiricists have correlated the rates of return and 

1 
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various levels of education. Others have interpreted residual rates 



of economic growth as attributable to various levels of education. 
And the Carnegie Commission, which estimated that two-thirds of the 
benefits are distributed to the individual and one-third to the society. 



""See Garry S. Becker, Human Capital: A Theoretical and Empirical 
Analysis (National Bureau of Economic Resources, 1964); Richard Fckhaus, 
tistimating Returns to hJucation (McGraw-Hill, 1974); and Theodore W. 
Schultz, Investment in Human Capital: The Role of Education and of 
Research (l-ree Press, 1971). 

" lidward F. Denison, The Sources of Hconomic Growth in the United 
States and the Alternatives Before Us (New York: Committee^ for I-conomic 
Development, 1962) . 
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has argued that the same distributions should be applied to the total 
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costs of education. 

The question of the appropriate division of responsibility 
for financing postsecondary education serves as a basis for bargain- 
ing, not analysis. A careful analysis of postsecondary education 
benefits to each of the major participants could be used to set a 
logical upper limit of the amount each should pay; but assuming 
total benefits exceed total costs, the minimum that each can politi- 
cally manage to pay is a highly negotiable amount. 

III. 
SUMMARY 



Much recent research in postsecondary education has focused 
almost exclusively on the collegiate sector--6specially to warn 
about a dire future, given the declining rate of growth in youth 
enrollments and the signs of potential financial distress. However, 
by expanding our view to encompass the enrollments of adults of 
all.agee in all fame of postsecondary education, not just the 
collegiate sector, we are led to substantively different conclusions. 
From this broader ahgle of vision, postsecondary education seems to 
be alive and well--even vigorous. Demands for occupationally relevant 
areas are increasing; and there is apparently even more participation 
of over-24 year olds than institutions realize. There are definitely 
signs of growth, vitality, and hopefulness. 

These forces for growth--such as the need to develop new programs 
to meet the needs of a newly-recognized clientele--will accentuate a 
number of major questions of public policy. These major questions will 
include: the equity with which postsecondary education is accessible 
within our society; the effectiveness of public financing policy in 
accomplishing public objectives; and the division of financial respon- 
sibility for postsecondary education among its many supporters. As 
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Carnegie Commission on Higher Fiducation, Who Pays? Who Benefits? 
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always, far more remains unknovm than policy makers would prefer: 
important research questions have been and should be pursued to 
aid policy considerations about financing postsecondary education. 
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Paper 2 



THE NEW ADULTS AND THE FINANCING OF POSTSECONDARY 
EDUCATION: THE IMPLICATIONS OF 18-YEAR-OLD MAJORITY 

In the context of financing post secondary education, lowering 
the age of majority from 21 to 18 has several direct implications: 
(1) more 18-year-old independent students can seek student aid 
resources based on their student income rather than their family 
income; (2) out-of-state tuition differentials may not be sustainable; 
(3) assumed in loco parentis responsibilities (and their costs) may 
soon be unwarranted; and (4) the sharp cleavage between young adults 
(18-21) and other adults made in student support policies may no 
longer be admissible. This paper first outlines the current legal 
and institutional context for 18-year-old majority. Then, it dis- 
cusses the financing implications--such as the impact on enrollments 
of distributing the same amount of student aid on the basis of 
student income determined need vis-2l-vis family income determined 
need. 

I. 

THE INSTITUTIONAL CONTEXT FOR 
18-YEAR-OLD MAJORITY 
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The consequences of recognizing 18-year-old adults as indepen- 
dents are potentially great for postsecondary educational institutions, 
but as shown in this paper, relatively small for the finances of the 
enterprise as a whole. Briefly placing 18-year-old students in the 
context of today's postsecondary educational institutions will provide 
some help in assessing these institutional and financial impacts of 
lowering the age of majority. 

To assess the consequences, we must be aware of certain prevail- 
ing myths that warp our understanding of the postsecondary education 
enterprise operating today. One pervasive notion is that the vast 

majority of students are in the 18-21 age group. But the facts belie 
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this perception: 42.5 percent of postsecondary students in 1970 
were 22 -years or older. ^ (See Table 1.) 



Table 1: Distribution of Collegiate Enrollments, 
by Age Group, 1970 



Age 


College Enrollment 


% 


Under 18 


59,946 


.8 


18-21 


4,266,874 


56.7 


22-24 


1,333,898 


17.7 


25-34 


1,393,841 


18.5 


35-49 


366,056 


4.9 


50-over 


103,966 


1.4 



SOURCE: American Council on Education, Report of the Committee on 

the Financing of Higher Education for Adult Students , draft 
of February 1974, p. 9. 

In 1972, 26 percent of all 18-24 year olds were enrolled in the 

collegiate sector.^ While in the same year, 31 percent of all college 

graduates and 23 percent of all adults who had completed some college 

work enrolled in one or more continuing education programs. In other 

words, in 1972, a larger proportion of adult college graduates enrolled 

in a program of continuing education than the proportion of young 

3 

adults enrolled in a collegiate program seeking a degree. 

Still another myth, and probably one of the most difficult to 
uproot, is that a majority of students attend full time. But the 
enterprise is really comprised of an equal number of part-time and 
full-time students. The American Council on Education's Committee 



^U.S. Bureau of the Census, Census of Population, School Enrollment , 
1970 (Government Printing Office), p. 343. 

^U.S. Bureau of the Census, quoted in Financing Postsecondary Educa- 

I tion in the United States (Government Printing Office, 1973), 

p. 137. The age range 18-24 is used because comparable 18-21 statistics 

are not available. 

^Dorothy M. Gilford, "The Noncol legiate Sector: Statistical Snapshots 
of Adult Continuing Kducation," paper presented at the American Associa- 
tion for Higher Education (March 12, 1974), p. 12. 
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on the Financing of Higher Education for Adult Students came up with ' 
these findings about part-time students: 

(1) When you account for students in all sectors of post- 
secondary education » you find more part-time students than 
full-time students in credit and noncredit courses (55 per- 
cent V. 45 percent in 1969; 57.5 percent v. 42.5 percent in 
1972) . 

(2) Part-time students increased at a rate 2.3 times faster 
than full-time students between 1969 and 1972 (20.4 percent 
part-time v. 8.8 percent full-time). In the collegiate sector, 
the rate of increase of part-time students was 35.3 percent, 

or 3.5 times greater than for full-time students (10.1 percent 
increase) . 

(3) Approximately one-hal.f of students in collegiate institu- 
tions in 1972 were part-time.^ 

Another myth that dies hard is that the 18-21 age group seeks 
liberal arts training. Actually, the collegiate sector is currently 
engaged primarily in occupational, professional, and two-year terminal 
programs; and the noncollegiate sector is engaged almost exclusively 
in occupational, professional, and short-term programs. In spite of 
its self-image or self-delusions, American postsecondary education 
is not about Thoreau's poets by ponds or Druids in forests; it is 
about people preparing to work. 

In short, postsecondary education today actually encompasses 
both degree and nondegree credits for all organized learning opportun- 
ities beyond secondary school; it incorporates adults of all ages: 
it includes collegiate, noncollegiate, and community organizations. 
It serves a grand total of 25 million students in about 78,000 insti- 
tutions: 66,700 adult education, 8,182 accredited noncollegiate insti- 
tutions, and 2,984 collegiate. To understand the potential role of a 



American Council on Education, "Part-Time Students--How Many Are 
There," Report of the Committee on tiie Financing of Higher Education 
for Adult Students , draft form (February 1974), pp. 25-33. 



35 



ne\t adult segment of the student body (18-21) requires a recognition 
of the place of this group not as the hub but as an integral part of 
postsecondary educational institutions. 

Once we accept the fact that 18-21 year olds are not a special 
or peculiar class of people, but very like other adults, we discover 
a different and more accurate picture of postsecomiary education. 
And .he concomitant mechanisms for financing postsecondary education-- 
even the concept of student aid itself--musst be scrutini^wd as a 
result. 

II. 

STUDENTS' iNCOME V. PARENTS' INCOME 

The Supreme Court of Michigan has ruled that 
a person is an adult in our state at age 18. They 
can legally be he! ' responsible and can be removed 
from their parents* home and care if so desired. 
Why then must a father's income be the first consi- - 
deration when a student applies for financial aid? 

--Letter from a Michigan constituent 
of Congressman James O'Hara 

Total support for postsecondary education in 1971-72 consisted 
of an estimated $25.1 billion in institutional support and $4.4 billion 
in student financial aid. State and local governments were the principal 
source of institutional support, while the federal government was the 
principal source of student financial aid used by students to pay tuition 
and other rees. Of the $4.4 billion spent on student aid in 1972, $3.9 
billion (or 88 percent) was provided by the federal government. As 
Allan Cartter puts it: "The new federal philosophy, expressed in the 
Education Amendments of 1972 (although not yet fully implemented), estab- 
lishes as a federal responsibility the basic funding of a system of 
universal access to higher education, and selects direct student aid 
as the means of implementation.''^ 

^Allan M. Cartter, "The Future Financing of Postsecondary Education," 
Panel 2 Background Paper, mimeographed, American Council on Education 
(October 11, 1973). 
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The two largest federal student aid programs, representing 
over $3 billion in 1973 federal obligations, are administered by 
the Veterans Administration^ and the Social Security Administration. 
The remaining student financial aid programs include need-based 
student grarts, work subsidies, loans, and programs targeted for 
particular segments of the student population. The need-based 
grants, loans, and other aid,\ totaling over $1 billion in 1973 
federal obligations, include: Basic Educational Opportunity Grants 
(BEOii) , Supplemental Educational Opportunity Grants (SE06) , Guaran- 
teed Student Loans (GSL) , qcllege Work Study (CWS), and others.^ 
In federal statutus establishing these need-based programs 
and in Office of Education regulations administering them, two 
categories of students --de;)endent and independent— are defined for 
determining eligibility. For instance, BEOGs define dependent students 
as those receiving more than J600 per year in support from their 
parents and being declared as dependents cii their parents' income 
tax forms. Independent students sre often those who, for two conse- 
cutive years, have not lived at home for more than two consecutive 
weeks, have not received more than $600 per year in support from 
their parents, and have not been d«»clared as dependents on their 
parents' tax forms. (Note that neither "dependent" nor "independent" 
is as yet strictly defined in the same tenns across all stude:it aid 
programs . ) 

The amount of aid to which a dependent student is entitled is 
based on the parents' income. For iristance, Basic Educational Oppor- 
tunity Grants determine the eligibility of dependent students for 
aid by "using a standard 'family contribution schedule' which assesses 



The G.I. Bill provides (a) assistance for up to 36 months of full- 
time schooling or on the job training for eligible veterans and service 
personnel; (b) educational assistance for war orphans and widows; and 
(c) vocational rehabilitation training for disabled veterans, which 
provides for the cost of books, tuition, fees, and training supplies 
among other items. 

7 

U.S. Office of Education, Bureau of Higher Education, Factbook : 
Summary Program Information Through FY1973 (Government Printing Office, 
1974). 
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A. 

each family's expected contribution toward a studeiic's eligible costs 
and expectations." (ilnder the BEOG's provisions, the dependent student 
gets ^ ikaximum of $1,4^0 less assets and parental contribution.) For 
ftennining a dependent student's eligibility for Supplemental Educa- 
tion Opportunity Grants, t|ie "expected family income shall be consi- 
dered." To be eligible forXCuaranteed Student Loans, a dependent 
student's "adjusted family income" is required to be 16ss than $15,000. 
Furthermore, to be eligible for^Social Security Survivor's benefits, 
students must count themselves dependent upon parents. In making the 
award, the government puts full-tli^le students, ages 18-22 only, through 
a postsecondary education--on the assumption that death, retirement, 
or disabil'ty has prevented the parents eligible for Social Security 
benefits from meeting this obligation. 

Today, most students seem to count themselves as dependents. 
Of the 297,902 valid applications for BEOGs in 1972, for example, 
91 percent were dependent students, and a mere 9 percent were inde- 
pendent. But a 1974 survey completed for the College Scholarship 
Service Western Regional Subcommittee en Need Assessment reports 
an increase in the number of students claiming themselves ii depen- 
dent of parental support. Of the 63 public four-year colleges 
responding, 41.4 percent indicated that there had been "dramatic 
increases" in the numbers of their students who were «e If- supporting 
and seeking financial aid on that basis. The percentages were also 
high for private four-year colleges, with 64 percent indicating 
"slightly dramatic" increases in the number of independent students. 
The Subcommittee found that beyond just the desire that an increasing 
number of young people have for claiming ind"jpendence from parents, 
the institutions' procedures for testing "economic independence" have 
a definite impact on the numbers declaring independence. Institutions 
requiring affidavit' that parents are not providing support, the study 
concluded, have lower than average proportions of students claiming 
to be independent for student aid purposes. 

For- most students, then, family income, describee' by statute 
or by agency regulations, is the central test for elig'bility for 
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federal student aid. According to a high officia:. in the Office 
of Education, financial aid, from the agency's point of view, is 
primarily the responsibility of the student's family. "There is 
an awareness," this official said, "that changes are occurring 
[due to the change in the age of majority] that may have a bearing 
on the present method of financing student aid, but the government 
certainly isn't expecting it soon." 

The percentage of stude^r.s eligible for student aid would 
increase dramatically, it appears, if, based on the various inde- 
pendent student need schedules issued by the Office of Education, 
student incixne rather than parental income were the measure. As 
Table 2 shows, only 3.7 percent of freshman collegiate students 
surveyed by the American Council on Education estimated their 
parents' income at under $3,000. At the same time, 94'.3 percent 

of this freshmen group said their own income- -independent of their 

i 

parents— was uiidepr $3,000. (See Table 3.) Thus, by these measures, 
a 90 p Tcent or njore increase in the numbers eligible for student 

aid is conceivable. 

1 

Table 2: Weighted Nf.tional Norms for All Freshmen, 
: All Collegiate Institutions, Fall 1973 



Income Group Parental Income Student Income 



Under $3,000 3.7% 94.3% 

$3,000 - $9,999 22.4 4.8 

$10,000 - $14,999 29.6 .9 

$15,000 and over 44.2 



SOURCE: American Council on Education, The American Freshman: 
National Norms for 1973, pp. 41-42. 
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The ACE data also show that freshnen enrolled in four-year 
colleges and universities are more dependent on parental income 
than freshmen enrolled in two-year and predominantly black colleges. 
96.7 percent of four-year and 96.5 percent of university freshmen 
say they are dependent; whereas 90.5 percent of two-year and 91.0 
percent of predominantly black college freshmen say they are dependent, 
a slight but significant difference. At the same time, 72.1 percent 
of the students in predominantly black colleges reported parental^, 
income below $10,000, in contrast to 26.1 percent of students for 
all institutions (averaged) reporting such an income level. And 
about 60 percent of the students in predominantly black colleges 
indicated that they received less than $500 support from their parents. 

Women respondents in the ACE Survey indicated they were less 
independent of their parents' income than the male respondents were: 
62 percent of freshmen women (all institutions combined) reported 
that they made $500 or less independent of their parents; 35.8 percent 
of the men so indicated. Where 48.1 percent of the men (all institu- 
tions) made $500 to $2,000 independent of parents, 32.0 percent of the 
women did. (See Table 4.) Where 22.2 percent of the male freshmen 
indicated earnings $500 to $999 from summer work, only 12.8 percent 
of the w(Mnen did. As for full-time work supporting their education, 
84.2 percent of the men replied "none" whereas 91.4 percent of the 
women so responded. 

Such student dependency (as well as independence) now must rely 
upon the parents' willingness, rather than any legal obligation, to 
finance a postsecondary education or to relinquish a tax deduction. 
Even before many of the states had lowered the age of majority to 18, 
American jurisprudence did not rate postsecondary education as a 
necessity of life comparable to the nee/d for food, shelter, and cloth- 
ing. In various divorce decrees, the courts have awarded support to 
minors for postsecondary education. But the decisions often rested 
on the father's financial ability and the child's aptitude for college. 
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Tab'e 4: Distribution of Income for College Freshmen Students 
from Summer Work, by Sex and Type of Institution, 1973 



Support from Part- 
Time Summer Work 


All Institutions 

Men 


Women 


None 


If* ^ 

25.2 




$l-$499 


43.2 


S3. 4 


$500-$999 


22.2 


12.8 


)1,000-$1,999 


7.7 


2.6 


$2,000-14, 000 


1.4 


0.3 








over $4,000 


0.3 


- 0.1 



Support from Full- All Institutions 

Time Summer Work Men Women 



None 


84.2 


91.4 


^.^ $l-$499 


6.4 


4.5 


$500-$999 


4.4 


2.7 


$1,000-$1,999 


2.7 


1.0 


$2,000-$4.0 0 


1.3 


0.3 


over $4,000 


0.9 


0.1 


SOURCE: The American Gd 
National Norms 1 


Bcil on Education, 
m Fall 1973. 


The American Freshman: 



ERIC 



t8 . ^0 51 



Some courts, however, have termed poktsecondary education as "necess- 
ary,"* finding, as in Betab v. EataH (1926), that "conditions have 
changed greatly" from a century ago, when a "college graduate. . . 
was the exception [;] today such a person may almost be said to be 
the rule." 

But, American courts have tended to rule that women suing for 
separation or divorce could not claim support for their children's 
postsecondary education, if those children had reached the age of 
majority or would reach it before graduation. (In most states, the 
court's jurisdiction over divorce statutes is limited to awarding 
support for minors, unless the child is physically or mentally dis- 
abled.) However, in some instances where the court was allowed 
discretion in this regard, fathers who were deemed financially able 

>v 

and who had in the past indicated that a postsecondary education was 
,in store for the child were called upon to support that education, 
even if the child would turn 21 before graduation. (See, for example, 
Comomealth ex. rel. Decker y . Decker, 203 A. 2d 343 [P2. 1964]). 
With the increasing number of state 18-year-old majority laws, children 
have even less claim on their parents' support. Times have changed 
since \lacks tone wrote oyer 200 years ago: 

The last duty of parents to their children is that 
of giving them an education suitable to their station in 
life; a duty pointed out by reason, and of far the greatest 
importsince of any. For, as Puffendorf very well observes, 
it is uot easy to imagine or allow, that a parent has 
conferred any considerable benefit upon his cliild by bring- 
ing h'i^ into the world, if afterwards he entirely neglects 
his c^. '.curb and education and suffers him to grow up like 
a wild beast, to lead a life useless to others, and shameful 
to himself. 

Projected Impacts 

Assuming (1) that age of majority laws dissolve all parental 
obligati 'ins (though not necessarily parental willingness) to provide 
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See Payette v. Payette, .157 Atl. 531 (N.H. 1931); Cilogeras v. 
Catogeraa. 163 N.E. 2d 713 (Ohio 1959); Eetab v. Ketab, 244 Pac . 264 
(Wash. 1926); Atahley v. Atahley , 194 S.W. 2d 252 (Tenn. 1946); and 
Peek V. Peek, 60 P. 2d 686 (Wash. 1936). 
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their 18-year-old children with a postsecondary education; (2) that 
family income schedules for determining student eligibility for aid 
might be ruled illegal in the near future; and (3) that the federal 
government wants to continue its laudable policy of trying to ensure 
equal access to postsecondary education for all Ameri «ns i(no matter 
whet income group, what sex, or what race), let us examine the potential 
effects of the lowering of the age of majority on the need -based system 
of student grants. 

For the purposes of analysis, it is very important to separate 
two concepts: "financial need" based on either student or family 
income and "price responsiveness" based on observed individual behavior. 

Financial need is an arbitrary means of deciding who should (not 
who will) bear the cost of an individual's attendance at a postseco-idary 
^ educational institution. The federal government's family contribution 

] schedule is intended to be a consistent set of assumptions about how 

much support parents should (not will) provide tbwards meeting a student's 
cost of education. This expected contribution is then used as a basis 
for consistently distributing public funds in the form of student grants. 
However, there is very little evidence that financial need is related 
to student enrollment decisions and, therefore, to access.® A recent 
College Scholarship Service report on the results of administering its 
Student Resource Surveys in California, Washington, and Oregon, observed: 

Perhaps the most surprising finding in all three West Coast 
Student Resource Surveys is the large discrepancy between the 
theory of parent and student financing of higher education and 
the reality. 

The theory behind student financial aid and financial need 
analysis asserts that parents will contribute towards college 
costs to the best of their financial ability. The parental 
contribution is considered as the primary source of funds for 
college. . . . 



^For a discussion of the evidence on student access, choice, and 
opportunity, see Financing Postsecondary Education in the United 
States, pp. 134-156.' 
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In practice, the parental contribution seems to be the 
final step in the financing equation. First, the student 
works (and borrows), then he/she may apply for financial 
aid, and finally the parent (acting as a family aid officer) 
may fill the gap between those resources and the student's 
need . 

Indicative of this pattern (and also of a more disquieting 
pattern) is the discrepancy between expected parental contri- 
bution (as derived from college scholarship service contribu- 
tion tables) and student reported parental support. 

. . .it still appears as if better than 40 percent of the 
parents in the total SRS survey are making little or no contri- 
bution towards col lege. 

On the ^other hand, individual price responsiveness directly 
estimates the impact on student enrollment decisions of the changes 
of either tuition or student grants. The best current evidence 
shows that groups of individuals of all income levels respond slightly 
to increases in student grants, with individuals from low- income 
families responding (enrolling) more (3 percent) than individuals 
from high-income families (1 percent), given the same $100 increase 
in student grants. 

There are correspondingly two analytical approaches to investiga- 
ting the impact of using student income instead of family income to 
distribute financial aid. The first approach is to calculate the amount 
of "unmet financial need" if no family contributions were made--i.e. 
only student income is counted. One estimate of student income figures 
is that under grant limitations of $1,400 or 50 percent cost of instruc- 
tion and using the BEOG contribution schedule for "independent students 
with no dependents," approximately 7.5 million students would have 
qualified in 1972-73 for $8 billion in grants. That sum is equivalent 



Dick Dent, Nina Cutler, John Westine, and Floyd Steams, Oregon 
Student Resource^ Survey (Salem, Oregon: Oregon Lducational Coordinating 
Council, June 1973), p. xvii. 

^^See Daryl Carlson, James !-armer, and George Weathersby, A FraJnework 
for Analyzing Post secondary Fiducation Financing Policies (Government 
Printing Office, May 1974) for a discussion of the evidence on price 
responsiveness. 
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to total federal expenditures in postsecondary education in 1972. 
However » the unmet-need approach is misleading for two reasons: 
(1) many currently enrolled students experience a substantial » unmet 
need that bears no relationship to their decision to attend post* 
secondary educational institutions;^^ and (2) there is no information 
on the impact that additional grants might have on the access of 
individuals not now enrolled. 

The second analytical approach is to distribute the same amount 
of student grants in two different ways-«one based on family income 
and one based on student income. Using the estimated price responsive* 
ness of individuals of various incomes, one can predict the enrollment 
impaHs of the two approaches and, therefore, the impact on access of 
using student income versus family income. This approach is reported 
below. 

In this analysis, we used the same institutional categories, pro* 
jected baseline enrollments, and family income distributions as were 
used in Financing Postsecondary Education in the United States . (See 
Tables S, 6, and 7 in this staff report.) We also used the other 
parameters and assumptions described in A Framework for Analyzing 
Postsecondary Education Financing Policies . In addition, in the 
absence of any representative data, we assume a common student income 
distribution for all institutional types that is intentionally conserva* 
tive: 50 percent earning less, than $3,000, 80 percent earning less 
than $5»000, and 96 percent earning less than $10,000 (see Table 8). 

Without proposing to change any other financing programs, this 
analysis examines the impact of the following plan: 

/ 

1. $1.6 billion in 1977 and $1.8 billion in 1980 are made 
available in additional student grants. 

2. These grants are distributed to all of the eligible 
individuals (incomes less than $15,000) in proportion 



Massachusetts estimates $78 miliion in unmet needs for just over 
200,000 currently enrolled students. See Peter Edelmen, Equal Oppor- 
tunity Pool Proposal (Massachusetts Public and Private Forum, 1974). 
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Table S: Institutional and Family Income Categories 

Institutional Categories 

(1) Public two-year 

(2) Public four-year, lower division 

(3) Public four-year, upper division 

(4) Ptiblic four-year, graduate 

(5) Private two-year 

(6) Private four-year, lower division 

(7) Private four^year, upper division 

(8) Private four-year, graduate 

(9) Non-collegiate 



Family Income Categories (m) and Midpoints (Ym) ; 



(1) 


i 0 . 


- - 999 


$ 500 


(2) 


$ 1,000 • 


- 1,999 


1,500 


(3) 


$ 2,000 - 


- 2,999 


2,500 


(4) 


$ 3,000 • 


- 3,999 


3,500 


(5) 


$ 4,000 - 


- 4,999 


4,500 


(6) 


$ 5,000 • 


- 5,999 


5,500 


(7) 


$ 6,000 - 


7,499 


6,750 


(8) 


$ 7,500 - 


- 9,999 


8,750 


(9) 


$10,000 • 


- 14,999 


12,500 


(10) 


$15,000 • 


- 24,999 


20,000 


(11) 


$25,000 - 


over 


50,000* 



•Chosen to represent the median income o^those families or individuals 
earning more than $25,000 per ye^. 
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Table 6: Projected Baseline Postsecondary 
Education Enrollments 
• (In Thousands of Students) 



Institutional Categories 



Year 


1 


2 


3 


4 


5 


6 


7 


8 


9 


1 Q7A 


1 f fSiO 


1 707 


1 Alt 








fid ft 






1975 


1,836 


1,810 


1,624 


1,091 


92 


832 


o52 


554 


1,662 


1976 


1,913 


1,832 


1,645 


1,104 


94 


839 


658 


560 


1,698 


1977 


1,990 


1,857 


1,666 


1,119 


97 


849 


666 


566 


1,732 


1978 


2,056 


1,881 


1,688 


1,133 


98 


860 


675 


574 


1,767 


1979 


2,108 


1,894 


1,699 


1,115 


99 


868 


681 


579 


1,802 


1980 


2,138 


1,894 


1,700 


1,114 


100 


867 


680 


578 


1,838 


1981 


2,155 


1,890 


1,697 


1,140 


100 


863 


677 


576 


1,875 


1982 


2,162 


1,874 


1,682 


1,129 


99 


859 


674 


573 


1,912 


1983 


2,196 


1,845 


1,656 


1,112 


97 


845 


663 


563 


1,950 


1984 


2,106 


1,807 


1,622 


1,089 


95 


823 


645 


549 


1,990 


1985 


2,052 


1,760 


1,580 


1,060 


93 


793 


622 


528 


2,029 



SOURCE: Projections published by the National Center for Educational 
Statistics, U.S. Office of Education; apportioned to institu- 
tional sectors by NCFPE staff. 
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Table 7: Percentage Distribution of Post secondary 

Education Enrollment Across Family Income Categories* 



Family 
income 








Institutional Categori 


OS ^ 






Category 


1 




T 


4 


5 


6 


1 


o 
o 


A 
9 


1 


0.6% 


0.7% 


0.7% 


0.3% 


0.0% 


0.2% 


0.2% 


0.0% 


1.3% 


2 


1.2 


1.5 


1.5 


0.6 


4.2 


1.0 


1.0 


2.4 


1.9 


3 


2.5 


1.6 


1.6 


1.1 


1.4 


2.9 


2.9 


0.8 


2.5 


4 


3.9 


3.0 


3.0 


2.3 


1.4 


3.2 


3.2 


0.0 


4.5 


5 


4.5 


5.0 


5.0 


3.6 


0.0 


2.2 


2.2 


2.4 


5.4 


6 


4.5 


4.7 


4.7 


2.7 


2.8 


3.8 


3.8 


4.8 


5.1 


7 


8.2 


6.4 


6.4 


5.1 


9.7 


5.5 


5.5 


3.2 


9.4 


8 


13.8 


13.7 


13.7 


12.2 


13.9 


10.7 


10.7 


9.6 


15.8 


9 


33.0 


28.0 


28.0 


33.9 


31.9 


27.6 


27.6 


32.0 


30.2 


10 


20.8 


24.5 


24.5 


29.7 


19.4 


25.7 


25.7 


28.0 


18.7 


11 


7.0 


10.9 


10.9 


8.5 


15.3 


17.2 


17.2 


16.8 


5.2 


Total 


100.0% 100. 0\. 100.0% 100.0% 100.0% 100.0% 


100.0% 


100.0% 


100.0% 



SOURCE: U.S. Bureau of the Census, "Current Population Survey," 
October 1972, special tabulations. 



*The data from this table is combined with the data from Table 6 to 
compute the baseline enrollment for each institutional category and 
income category (n{,„) for each year. 
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Table 8: Assumed Percentage Distribution of 

Student Income in All Institutional Types,* 1974 



Income Percent Cumulative 

Percentage 



0 


- 


999 


10% 


10% 


1,000 




1,999 


15 


25 


2,000 




2,999 


25 


50 


3,000 




3,999 


17.5 


67.5 


4,000 




4,999 


13 


80.5 


5,000 




5,999 


8 


88.5 


6,000 




7,499' 


5 


93.5 


7,500 




9,999 


3 


96.5 


10,000 




14,998 


2 


98.5 


15,000 




24,999 


1 


99.5 


25,000 




over 


0.5 


100.0% 



100.0% 



SOURCE: NCFPE staff calculations. 

"^This distribution is slightly higher than the income distribution 
for freshmen shown in Table 4, because it represents a judgment 
of the income of all ages and levels of undergraduates. 
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to their "need"--that is, proportional to the tuition 

of an institutional sector and inversely proportional 

13 

to the individual or family income. 

In the following discussion, we will refer to the two alternative 
plans as "Family Income-Need Based" (FINB) and "Student Income-Need 
Based" (SINB) ; the only difference is the income distribution used 
to determine the eligibility for the grants and their distributional 
pattern. 

The fundamental ccr.clusion of this analysis (see Tables 9, 10, 
11) is that under the reasonable assumptions specified above, a 
student income need-based grant program will be more effective in 
increasing student access and choice than a family income need-based 
grant program, for the same expenditure. Table 0 shows that with 
SINB grants, enrollments at public 4-year, private, and noncollegiate 
institutions increase more than with FINB grants. The percentage 
increase in low-income enrollments (under $10,000) is less with SINB 
than FIWB grants only because 96 percent of all students are assumed 
to earn less than $10,000 and, therefore, the SINB denominator is 
markedly larger than for FINB. As shown in Table 10, SINB grants 
would increase enrollments by about 100,000 students more than FINB 
grants; and, v'or the same amount of additional public funds, the cost 
per additional student is $1,300 less per year. 

Table 11 shows the estimated average grant per student. Undei 
current family income distributions and with $1.6 billion to $1.8 
billion additional expenditures, just over 6 million students would 
be eligible each year and the average grant ranges from $260 to $280, 
with a high of about $1,000. However, under the assumed stuJen'c income 
distribution, but with the same eligibility cut-off at $15,000 maximum 
income, the number of eligible students increases by about 50 percent 
to over 9 million; and the grants fall a corresponding 33 percent, 
averaging between $180 and $190 per person, with a maximum of about 
$275. 



^^See A Framework for Analyzing Postsecondary Education Financing 
Policies, pp. 67 and 75-77. 

It ' 
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Table 9: Comparative Estimated Enrollment and Financial 
Impacts of Family and Student Income Need Based 
Grant Programs, for $1.6 Billion Additional in 
1977 and $1.8 Billion Additional in 1980 



Percent 'Changes from 
Baseline Enrollment: 





Family Income 
Need Based 


Student Income 
Need Based 




1977 


1980 


197? 


1980 


Public 2- Year 


-1.08% -1.16% 


-1.25% 


-1.35% 


Public 4-Year, Lower Division 


0.77 


0.8^ 


1.21 


1.31 


Public 4-Year, Upper Division 


1.84 


1.99 


2.74 


2.96 


Public 4- Year Graduate 


0.0 


0.0 


0.0 


0.0 


Private Undergraduate 


D . Di 


7.12 


10.94 


11.82 


Private Graduate 




0.0 


0.0 


0.0 


Noncollegiate 


5.31 


5.71 


5.93 


6.40 


Undergraduate $0*10, 000 


S.88 


6.27 


3.76 




Undergraduate $10, 000 * 1 5 , 000 


0.97 


1.03 


0.32 




unoergA aauaLe uvca ^i3,uuu 


0.0 


0.0 


0.0 


0.0 






Projected Cost Per 
Additional Student: 




Federal 


$3,843 


$3,894 


$2,513 


$2,544 


State 


197 


226 


217 


252 


Local 


0 


0 


0 


1 


Student or Family 


863 


1,023 


824 


977 


Private Sources 


233 


273 


251 


295 




$5,136 


$5,416 


$3,806 


$4,068 



SOURCE: NCFPE staff calculations. 
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Table l|0: Es%inated Number of Students, by Income Group, Given 
I An Additional $1.6 Billion in Student Grants in 1977 
and An Additional $1.8 Billion in 1980 
(In Thousands) 



Income 


Levels 




Family 
1977 


Income 
1980 


Student 
1977 


Income 
1980 


0 


_ 


999 




71 


75 


930 


971 


1,000 


- 


1.999 




155 


164 


. 1,412 


1.475 


2,000 




2,999 




224 


236 


2,307 


2.408 


3.000 




3.999 




342 


359 


1.599 


1.667 


^.000 




4,999 




418 


438 


1,180 


1 ,230 


5.000 




5.999 






449 


723 


754 


6,000 




7.499 




678 


710 


451 


469 


7.500 




9,999 




1,223 


1,275 


267 


278 


10.000 




14,999 




2,641 


2.754 


178 


185 


15.000 




24.999 




2,009 


2,086 


89 


92 


25,000 




over 




889 


918 


44 


46 


Total* 




9,080 


9,464 


9,180 


9,576 



SOURCE: NCFPE Swaff calculations. 

*Totals computed separately; columns may not add to total exactly 
because of rounding. 




Table 11: Estinated Average Grant Per Student, by Income Group, 
Given An Additional $1.6 Billion in Student Grants in 
1977 and An Additional $1.8 Pillion in 1980 



Income Levels Family Incwne Student Income 







1977 


1980 


1977 


1980 


n - 
u • 


QQQ 




^ /04 






i ^UUU " 


1 QQQ 


Q1 ft 


QQ7 




Z/D 


2,000 - 


2,999 


684 


737 


166 


180 


3,000 - 


3,999 


458 


494 


124 


134 


4,000 - 


4,999 


299 


324 


98 


107 


5,000 - 


5,999 


274 


295 


82 


88 


6,000 - 


7,499 


231 


249 


67 


73 


7,500 - 


9,999 


168 


181 


52 


56 


10,000 - 


14,999 


115 


124 


37 


42 


15,000 - 


24,999 


0 


0 


0 


0 


25,000 - 


over 


0 


0 


0 


0 


Average Grant 


$259 


$279 


$27? 


$191 



SOURCE: NCFPE staff calculations. 



ERIC 



52 



With the grant pattern shown in Table 11 one might assume that 
FINB grants ranging up to $1,000 and averaging $280 should have a 
greater impact on access than SINB grants ranging up to $275 and 
averaging $190. From an individual's point of y/igvi, this assumption 
would appear reasonable: a larger student grant would increase the 
likelihood that an individual would attend a postsecondary educational 
institution. However, the average grant awards shown in Table 11 would 
be appUed to the very different income distributions shown in Table 10; 
While the average SINB grants range from one-fourth to one-third of the 
average FINB grants by income level, SINB grant recipients with below 
$6,000 income are approximately two to ten times as numerous as the 
same category of FINB recipients. In other words, under SINB, a smaller 
grant is available to a larger, low*income (and, therefore, more price 
responsive) population; SINB grants thereby have a greater effect than 
FINB grants. 

In summary, $1.8 billion in additional student grants would probably 
increase 1980 undergraduate enrollments by about 3 percent. Distributing 
these grants on the basis of student income, as approximated by our 
assumed distribution, would have a greater effect (a 3.9 percent increase 
in enrollments) than distributing the same dollars on the basis of family 
income (a 2.7 percent increase). 

III. 

STUDliNTS' RLSIDENCY V. PARENTS' RESIDENCY 

With the lowering of the age of majority to 18, another important 
public policy question is, what happens if students may easily establish 
legal residence independent of their parents' declared residency? ^ 

Traditionally, a majority of collegiate students have 
attended institutions in the states where their parents are 
domiciled. In the 1960s less than 20 percent of collegiate 
enrollments were classified as out-of-state; no comparable figures are 



available for noncoUegiate enrollments by student residence. 
According to data on residence and migration of students collected 
in 1968 by the National Center for Educational Statistics (NCES),^ 
83 percent of undergraduates and 77 percent of graduates went to 
institutions in the states where they were considered residents. 
Of the first-year students working toward medical, dentistry, and 
other professional degrees, 66 percent went to institutions in 
their home states. According to Robert F. Carbone's analysis of 
Fall 1968 migration, approximately 334,000 undergraduate students 
and 110,000 graduate and professional students enrolled in out-of- 
state public institutions.^^ 

The small nonresident group, however, has paid a high price 
for its choice of institution and location. Over the past decade, 

while the price of attending a collegiate institution has gone up 

17 

more rapidly than per capita income has, the most notable increases 
in tuition were tfiose charged out-of-state students by public institu- 
tions. In 1973, nonresidency tuition and fees ranged from an additional 
$350 above in-state tuition afid fees (at Alabama A^M and University of 
Maryland, Eastern Shore) to $1 ,000-$l ,896 (at the University of Michigan). 



14 

Data on out-of-state students are not fully accessible. For one 
thing, institutions may collect information about residency at the 
time of admission; but they may not collect the same information at 
each succeeding registration. 

^^George H. Wade, Residence and Migration of College Students , Fall 
1968, NCES Analytic Report. 

^^See Robert F. Carbone, "Is the Nonresident Student Being Treated 
Fairly?", College Review , no. 76 (Summer 1970), pp. 22-23, See also 
Robert Carbone, Resident or Nonresident?: Tuition Classification in 
Higher Education in the States (Denver, Colo.: Education Commission 
of the States, 1970). Carbone lists 901,708 undergraduates; 52,610 
professional; and 172,587 graduate students (a total of 1,126,905) 
migrating to both public and private institutions. 

17 

U.S. Office of Education, Trends in Post secondary Education (Wash- 
ington, D.C.: Government Printing Office, 1970), p. 100. Between 1960 
and 1970, per capita income rose by an average annual rate of 5.8 per- 
cent while average tuition and fees rose by about 7 percent each year. 
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Several institutions now charge nonresident stujdents a level of 

t 
I 

tuition approximately equal to the institutions^ estimated cost 

per student for "education and general" expense^* For instance » 

on this basis, th^ University of California char);ed $1,500 in tuition 

18 

and fees in 1973, and the University of Colorado .charged $1,366. 

The appatent purpose of such high rates for nonresidents is 
not only to increase revenue but also to discourage large numbers 
of out-of-state students from enrolling. At the same time, however, 
several states are attempting to mitigate the effect of high non- 
resident tuition through bilateral and multilateral ex .! ange agree- 

,19 
ments. 

The legality of charging out-of-state tuition based on residency 
has been tested in the courts numerous times since the 1920s. But as 
yet, no definitive decision has been made. The challenges to the out- 
of-state tuition mechanism have generally been based on two court cases 
(Shapiro v. Thompson and Dunn v. B turns te in) . Minimum requirements re- 
lated to eligibility for welfare were tested in the case of Shapiro v. 



Data from the National Association of State Universities and Land- 
Grant Colleges, "Undergraduate Student Tuition and Fees, 1973-74: State 
L^nd Grant Universities," mimeographed. 

It is interesting to note that the University of Michigan, fearing 
that the Vlandia v. Kline decision (described below) might force a 
change in residency rules, which in' turn might put its budget into the 
red, decided to raise its tuition about 24 percent and make graduate 
teaching assistants pay out-of-state tuition for the first time. But 
as it turned out, the university ended up with $3', 750, 000 more than 
expected. They had to decide what to do with the sum: $2 million was 
put into student aid and stipends for graduate teaching assistants; the 
rest was to be returned to students in the form of a tuition rebate. 

19 

In ''Resident or Nonresident?", Carbone presented a selected list of 
the agreements in effect 1970, including: the Kansas-Missouri Agree- 
ment for Exchange of StudcTi^s on Resident Fee Basis (enabling Missouri 
students in selected progra*'ni>, such as agriculture, nuclear engineering, 
and space science, to enroll in certain Kansas postsecondary institutions); 
and the Southern Regional Education Board Regional Hxchange Programs (in 
operation over 20 years and enabling a state that does not offer a cer- 
tain t>T)e of training to send its students to a state that does). 
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Ptomjl^pn (1969). The plaintiffs were persons who had moved to 
Connecticut » Pennsylvania » and the Distril;t of Columbia and applied 
for welfare without fulfilling the one-year residency requirements. 
The defendants (the states) argued (1) that durational requirements 
discouraged indigents from entering the state solely to receive 
higher welfare benefits; and (2) that residency requirements assist 
in preserving fiscal integrity. The^court struck down these argu- 
ments » ruling in favor of the plaintiffs. In the case of Dunn v. 
Blumstein (1974), making the right to vote contingent upon certain 
residency requirements was challenged. The court ruled in favor of 
Blumstein» who had moved into the state of Tennessee and attempted 
to register to vote in an upcoming election. In both residency cases, 
the courts ruled that durational requirements imposed an unconstitu- 
tional limitation on the right to travel, a right guaranteed by the 
14th Amendment to tKe Constitution. 

However, in several cases that tested student residency on the 
basis of these residency decisions on welfare payments and voting 
rights, the courts have come down on the side of the states. In Kirk 
V. Board of Regents of the Univeraity of California (1969) and Stame 
V. Malkerean (1970), the courts ruled that welfare involved the "pre- 
servation of life and health," but university attendance did not. 
Therefore, residency with the .intent of charging out-of-state tuition 
was not a deterrent to, but only a penalty against, interstate travel 
Even though the Supreme Court refused to hear the first of these 
cases, it upheld both decisions, thereby allowing institutions to 
set one-year residency requirements for eligibility for in-state 
tuition. But in 1973, the Supreme Court set an important precedent 
in Vlandia v. Kline, holding that a state (Connecticut in this case) 
cannot "deny an individual the opportunity to present evidence that 
he or she has become a bona fide resident entitled to n-statC r^tes, 
on the basis of a permanent and irrebuttable presumption of nonresi- 
dence." The Justices' majority opinion held that the due process 
and equal protection clauses of the 14th Amendment had been violated 
when Connecticut set its definition of a student's residency at the 
time of application fc^ admission and did not provide for any change 



in the status over the years the student spent in the Connecticut 



state university system. 

In his dissenting opinion in Vlandie , Chief Justice Burger, 
joined by Justice Rehnquist, wrote: 

The pressure of today's holding may well push the 
States to enact reciprocal statutes to the end that 
Connecticut will undertake to admit as "resident" 
students only th6se students from other States that 
give the same status to Connecticut residents. When 
a State allocates a large share of its resources to 
create and maintain a university whose quality is 
found attractive to many students from the states, 
its very success and statur*? may well operate to 
cripple it because .hen, not unnaturally, it will be 
flooded with applications from students from afar. 

The two questions implicit in Burger's opinion are: how would student 

demand be changed by eliminating out-of-state tuition differentials, 

and what would be the additional costs to public institutions both in 

lost revenues and in accommodating additional enrollments? The question 

20 

of student demand has been addressed in a previous staff report and 
will not be discussed further here. Also, since the question of insti- 
tutional cost-per^additi.onal student has been addressed in the final 

21 

report of the National Commission, it will not be discussed. The 
remaining question is the loss in revenues from out-of-state students. 

It is difficult to estimate accurately the potential loss to insti 
tutions in tuition revenue if out-of-state charges are ruled illegal. 
Important work in this analytical field is being done by Robert Carbone, 
who plans to publish a study on the residency issue in August 1974. 
Previously, Carbone has estimated that between $125 and $300 million 
in out-of-state income for public collegiate institutions would 
be lost.^^ This loss is a small portion of a total expenditure by 



^^See A Framework^ for Analyzing Postsecondary Education Financing 
Policies , Chapter 3 and Appendixes. 

21, 



^See Financing Postsecondary Education in the United States, Chapter 



''^Robert F. Carbone, "Is the Nonresident Student Being Treated Fairly? 
College Review , no. 76 (Sununcr 1970), pp. 22-23. 
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public institutions of nearly $16.5 billion in 1971-72. With only 
10 percent of the students in public postsecondary education enrolling 
from out-of-state, the financing impact of eliminating the out-of-state 
tuition differential would be relatively small. A $2^ to $50 tuition 
increase would offset the lost revenue. 

However, loss of tuition income would not be the only social 
cost that would result from the students* right easily to establish 
their own legal residency status separately from their pareiits. Another 
cost might be a greater cleavage between exporting and importing states 
and institutions. Even without a change in the residency lequirements, 
the states with the highest percentages of students remaining in their 
home states have been California, Texas, Utah, Louisiana, and Michigan. 
Those with the lowest percentages of home-state enrollments t>ere Alaska, 
New Jersey, Delaware, New Hampshire, th^ lii strict" of Columbia, Hawaii, 
Maine, and Nevada. The exporter states tend to lose their talented 
students; for instance, according to data from the American College 
Testing Program studies of entering freshmen (1965-66 and 1968-69), 
students who crossed state borders had higher ACT L^mposite Scores than 
students who attended colleges in their home states. 



IV. 

SUMMARY OBSOIiVATlONS 



The 26th Amendment to the Constitution may have nudged the 
dominoes of prescriptions and restrictions on the 18-21 age group 
enough that they will continue to fall one by one. Section 1 of 
the 26th Amendment reads: "The right of citizens of the United 
States, who are eighteen years of age or older, to vote shall not 
be denied or abridged by the United States or by any State on account 
of age." As of March 1974, thirty-nine states had granted not just 



George H. Wade, Residence and Migration of College Students , Fall 11)08, 
NCLS Analytic Report. 
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the right to vote but full adult status to 18«>year-olds» and three 

24 

states^ to 19-year-olds* Florida^ for instance, passed a law 
effective July 1, 1973 that reads: ^The disability of nonage is 
hereby removed for all persons in this state who are 18 /bars of 
age or older and they shall enjoy and suffer the rights, privileges 
and obligations of all persons 21 years of age or older/* 

The coming of age of collegiate youth is viewed with some 
trepidation by public ^policy makers concerned with financing post- 
secondary education. This paper has shown that the financial impli- 
cations of 18»year-old adulthood are minimal. Using a student's 
own income (instead of his or her parents* income) and traditional 
criteria on financial need, one finds a dramatic increase in unmet 
student financial need. However, distributing student grants on the 
basis of student income produces equal or better student access than 
the same amount of student grants distributed on the basis of parental 
income. In other words, ^ if access is truly the purpose of student 
grants, distribution procedures based on student income should be pre- 
ferred to those based on parental income. 

Similarly, the financial effect of 18-year-old independence on 
student residency and, consequently, on out-of-state tuition revenues 
is also small. The amount of money involved is less than 3 percent 
of state appropriations (which h^ve grown 25 percent in the past year) 
or one year's average growth in tuition revenues. The elimination of an 
out-of-state tuition differential would be a real loss of income, but 
the loss could be easily offset by small changes in other revenue sources. 



These states confer rights to 18-year-olds: Arizona, California, 
Colorado, Connecticut, Delaware, Florida, Georgia, Hawaii, Idaho, 
Illinois, Indiana, Iowa, Kansas, Kentucky, Louisiana, Maine, Maryland, 
Massachusetts, Michigan, Minnesota, Missouri (only to enter contracts 
and borrow money to defray postsecondary education expenses), Montana, 
Nevada, New Hampshire, New Jersey, New Mexico, New York (only for 
purposes of contract and voting in school district elections). North 
Carolina, North Dakota, Ohro, Oklahoma, Oregon, Pennsylvania, Rhode 
Island, South Carolina (if voters in the November 1974 election approve 
the legislature's proposed constitutional amendment). South Dakota, 
Tennessee, Texas, Utah (for women 18), Vermont, Virginia, Washington, 
West Virginia, and Wisconsin. These states confer majority to 19-year- 
olds: Alaska, Nebraska, and Wyoming. 



As many people have noted, the in looo parentis role of post- 
secondary educational institutions is slowly being discarded. But 
the likelihood of a nationwide new age of majority- -down from 21 to 
18--portends that the in looo parentis role will be cast away forever. 
•The nineteenth -century college," according to Christopher Jencks and 
David Reisman in The Academic Revolution, "was in many ways a logical 
extension of the nineteenth-century family." And in the twentieth 
century the trappings of dorms, deans of students, and administration- 
subsidized and controlled student newspapers remain as reminders to 
students that they are not of age. But even these vestiges of the old 
regime may soon totally wither away. 

We now come full circle to recognize that the increasingly-shared 
broad view both of adults and of their participation in postsecondary 
education has major implications for the mechanisms and procedures for 
financing postsecondary education. However, as we have shown, the 
changes in cost to the public and in the achievement of student access 
and choice will be affected very little by 18-year-old financial 
independence associated with 18-year-old adulthood. Those who believe 
in the benefits of treating all participants as adults without age-based 
and artificial distinctions should be aware that the additional finan- 
cial costs of 18-year-old adulthood are small. 
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Paper 3 

A SIWMARY AND ANALYSIS ^ 
OF THE NATIONAL COMMISSION'S ^ 
SURVEY OF NONCOLLEGIATE INSTITUTIONS 

Often, postsecondary education in America is perceived as an 
activity that occurs only at certain times in one's life (between 
the ages of 1& and 24), iv certain institutional settings (colleges 
and universities, preferably ivy-covert , at certain times of the 
day (between the hours of 8:00 a.m. and 4:00 p.m.) and in certain 
traditional formats (students arranged in rows in classrooms, with 
a professor at the podium). Having accepted this widely publicized 
view of postsecondary education, a number of major national study 
commissions on trends in post -compulsory education often focus on 
collet^es and universities alone. Thousands of other postsecondary 
educational or quasi-educational institutions have traditionally 
been viewed as only peripheral activities and have thus been excluded 
from most national analyses. 

By recognizing a broad range of educational enterprises as 
integral parts of postsecondary education, the historic enactment of 
the 1972 Education Amendments expanded our frame of reference. But 
the lack of information for identifying the size and shape of the 
noncollegiate enterprise has been a serious obstacle to policy makers. 
Since 1972, policy makers have been able to do little more than recog- 
nize the existence of noncollegiate institutions. 

To formalate policy decisions, it is important to understand 
the role ot noncollegiate institutions in the system of postsecondary 
education and in the economy. This understanding requires more compre- 
hensive data about the noncollegiate sector--its students, programs, 
and financing. 

The National Commission on the Financing of Postsecondary Educa- 
tion (NCFPE) thus surveyed the noncollegiate sector in the summer of 
1973, and this report presents its findings. The survey saniple was 
drawn from the universe of 11,000 noncollegiate insti tut ions--accredited 
and unaccredited-- 1 i sted in tho IKS. Office of Education's preliminary 
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compilation of the 1972 Post secondary Vocational School Directory. 
In addition to its own survey, the Commission was fortunate to gain 
access to two unpublished^ets of data: the Carnegie Commission's 
survey on proprietary, vocational, and trade schools; and the Federal 
Trade Commission's regional office investigative studies of proprietary 
and vocational schools. 



Four broad categories of questions guided the Commission's survey ' 
and this report: 

' (1) What are noncollegiate schools like? How many are there? 
How are they financed? 

(2) Who goes to noncollegiate schools? 

(3) Wl>et courses are offered? How many hours of instruction 
are provided? What are the costs of instruction? 

(4) How many students complete these courses? A3 a result of 
the school's program, were the students gainfully employed? 



on particular ^gments of the noncollegiate enterprise. No studies exist 
that array data abo' t the total noncollegiate enterprise.* Studies of 
noncollegiate institutions published to date specifically focus on either 
proprietary schools in a particular geographic region or a group of insti- 
tutions recognized by a single accrediting agency. These partial studies 
do not treat noncollegiate institutions as equal and viable competitors 
to collegiate institutions. 

Probably the first study to call public attention to the noncollegiate 
sector as a distinct entity was Classrooms on Main Street (1967) by Harold 
F. Clark and Harold S. Sloan. But this study only covered a small sample 
of profit-making vocational and trade schools. 

A second well-known study, Private Vocational Schools and Their 
Students: Limited Objectives, Unlimited Opportunities (1968) by A. Harvey 
Belitsky, presents the first in-depth study of a large sample of schools-- 




I. 



SOME CURRENT RESE;>RCH EFFORTS 



Educational researchers have so far been able to gather data only 
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covering their size, course offerings, tuition levels, and hours of 
operation. Belitsky compiled his data from questionnaires sent to 
trade/ technical , business, cosmetology, and barbering schools, lie 
reported that in 1966, about 7,000 proprietary schools served apij)roxi- 
\ mately 1.5 million students as compared to an estimated enrollment of 
•1.4 million irr two-year colleges in that year. But the study is confined 
to those institutions (only proprietary schools) that are members of the 
National Association of Trade and Technical Schools.^ No empirical data 
were collected from nonprofit, public vocational, and correspondence 
schools. The study die' make some significant pioneering efforts through 
systematic data collection, however. 

At about the same time. Ken H;:^t reported the findings of his 
five-year Specialty-Oriented Student (SOS) study. Hoyt gathered some 
useful data on student characteristics, such as age, sex» race, and 
income distributions; educational attainment; and ability. Data on C 
3,800 students were included. /But the Hoyt study covered only eleven 
private business colleges, mainly in large cities; little in the 
way of institutional data were collected. The response rate was less 
than 28 percent. 

One of the most recent studies is H. M. Katz's A State of the 
Art Study on the Independent Private School Industry in the State of 
1 1 1 inois (1973). Katz analyzes the philosophy, types, methods of 
teaching, and management of proprietary schools. Although limited to 
Illinois schools, the study contains fairly comprehensive information. 

During the past two years, in response to a growing national 
awareness of the importance of noncol legiate vocational schools, the 
federal government has commissioned a few studies. There are three 
rather significant ones. (1) The Inner City Tund Study fl972J, supported 
by the Department of Health, liducation and Welfare and prepared by lirikson 
and others, provides a descriptive analysis of seventeen proprietary 
business schools. (2) The American Institute for Research Study, commis- 
sioned by the U.S. Office of Education (1972), reports some useful infor- 
mation but suffers from problems of metliodology : private nonprofit insti- 
tutions were grouped together with public vocational schools so that a 



Total NAITS membership was about 150 schools in 1900. 
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comparative analysis of different types and control of institutions 
was meaningless. The proprietary school sample, furthermore, was 
heavily weighted with commercial and business schools. (3) A Berkeley 
itudy, currently underway, is being carried out by Wellford W. Wilms 
""with funds from the National Institute of Education. The study has 
two stages: an analysis of the characteristics of 1,300 students 
enrolled in proprietary and public schools; and a follow-up study of 
3,400 graduates of these schools, particularly their postgraduate 
success in finding jobs. 

However, none of these studies has been able to establish com- 
prehensive data encompassing all types of noncoUegiate institutions. 
Jn most cases, out of all 11,000 such institutions, only a few prq- 
prie;tary schools have received research attentioi. . And while con-- 
taining some important data on students, these studies fail to t 
examine Important institutional issues like financing patterns. 
The National Commission's staff study attempts, then, to go beyond ^ 
these studies--by drawing its institutional sample from the universe^ 
of almost 11,000 noncoUegiate schools and looking at both student 
and institutional characteristics. ■ / 

! 

II. 

EXPLORING THE UNKNOWN: 
AN OVERVIEW OF NONCOLLEGIATE INSTITUTIONS 

About 11,000 noncoUegiate institutions --public and private, 
accredited and unaccredited--offered instructional programs in 1972. 
Schools offering on-campus instruction enrolled an estimated 2.1 
million students,^ almost as many as enrolled in the nation's 1,400 
private collegiate institutions that same year. These noncoUegiate 
institutions had revenues over $2.6 billion and spent $2.5 billion. 
Moreover, the 650 schools that offer only correspondence courses may 
have enrolled as many asl.S million additional students, and they 



^This revises the estimate of 1.6 miUion students reported in 
Financing Postsecondary Education in the United States (Government 
Printing Office, December 1973). 
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transacted an unestinstei: volume of business. In short, noncollegiate 
postsecondary education is a significant segment of the total post- 
secondary education ente;q>rise. 

What are the noncollegiate schools like? 

The U.S. Office of Education classifies noncollegiate schools 
in nine types of institutions and three modes of operation or control. 
The number of institutions in each classification is shown in Table 
1. To develop a manageable survey within the limited time avail ble, 
the National Commission combined some of the institutional types. (See 
Appendix A for a description of the survey methodology, and Appendix B 
for a definition of terms used in the NCFPE survey.) 

Because survey responses by correspondence schools provided daca 
that were not reliable, references throughout the rest of this report 
are to schools with on-campus instruction only, unless otherwise noted. 

The NCFPE survey indicates that, overall, more than half of the 
institutions have enrollments of less than SO students. (See Table 2.) 
The NCFPE survey found that more than half of the total 2 million non- 
correspondence students are enrolled at noncollegiate institutions of 
less than SOO enrollments. (As Table 3 indicates, the Carnegie Commission, 
surveying proprietary schools alone, reported that about 45 percent of the 
surveyed institutions /had enrollments ranging between 100 and 499 and 
about 27 percent of the s* ^nts were enrolled in institutions with less 
than SO students.) 

Public sector enrollments are significantly larger than private 
sector enrollments --an average of over 800 students per institution 
versus less than 150. Among public Institutions , more 'chan half have 
enrollments of more than 500 students; and over one-half of the students 
are enrolled at institutions of less than 500 total enrollments. (See 
Appendix D, Table 2.) 

In the private sector, according to information collected by 
NCFPE, SO percent of the private noncollegiate schools have more than 
SO .students; data from the Carnegie Commission show that 73 percent of 
them had enrollments greater than 50. Both surveys indicate that the over- 
whelming proportion of students are enrolled in private noncollegiate in- 
stitutions with more than 100 students- -79 percent in the NCFPH survey 
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Table 2* Distribution of Institutions, by Institutional 
Size, 1972 

100* (Not including correspondence schools) 



75% 



BBT COPY AVAii m r 




Enrollments 



SOURCE: NCFPE Survey of NoncoDegiate Institutions. 

Table 3: Carnegie Distribution of Institutions, by 
Institutional Sire, 1972 

(Not including correspondence schools) 

100%, 



75% „ 



50%.. 



44.3% 




Enrollments 



SOURCE: Camegie Commission Survey of Private, Trar^.e, Technical, 

Business, Specialized, and Vocational Schools and Colleges, 1972. 
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and 97 percent in the Carnegie survey. That the two studies have 
significantly different findings may be the result of the divergent 
methodologies of each survey. 

As for projecting enrollments, information is available from 
the Caniegie survey--but only for private noncollegiate institutions. 
Table 4 arrays three kinds of figures: the actual cl. uige in enroll- 
ments from 1968 to 1972; the percentage cJ^angc in actual enrollments 
from 1972 to 1975; and comparable figures for community colleges. 
It is important to note, however, that the Carnegie survey was not 
a random sample, so that the data on private noncollegiate schools 
may not be representative. Moreover, unlike the projected changes 
listed for the community colleges, which were based on mathematical 
estimates for a whole universe, figures for the noncollegiate schools 
were derived from enrollment estimates supplied by individual schools. 
These data limitations suggest that the projected changes for noncol- 
legiate institutions might be optimistic; interestingly, the schools 
themselves are projecting c. significantly decreased rate of growth. 

Table 4: linrollmcnt Trends in Proprietary SchoolSi J 972 



Pe roonta^^c Change in Enrollment s 

Actual Projected 
lype l9hH^':: 1972-7S 



Private Noncollegiate ♦SB, 7 +36.6 

Community l!olioges ^128.J> >28.2 



SOURCi:: AdapteJ from the Carnegie Commission Survey of Private, 
Trade, Technical, Business, Special ii:ed and Vocational 
Schools and Colleges, 1972; U.S. Office of Education, 
Projectio ns of liducat ional Statistics to 1981-82 , 1972 . 
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On an annual basis, the projected rate for private noncollegiatd 

schools is about 11 percent compared to the actual annual rate of 

little more than 12 percent (from 1968 to 1972) . The data on actual 

changes in enrollments of all proprietary institutions surveyed by 

Carnegie indicate that the larger schools grew at significantly higher 

rates than smaller ones did. For example, the 1968 to 1972 growth 

rate for those with enrollments greater than 1,500 students was more 

than twice as much as those under 1,500 (see Appendix D, Table 3). 

Although the larger schools actually grew the most, their projections 

of future growth are more conservative than those published by the 

smaller schools. Jr. fact, data show that growth rates were directly 

correlated to size, but growth projections' were inversely related to size. 
\ 

Who are the students? 

NoncoUegiate institutions taken as a whole enroll a higher 
^ percentage of women than men. Furthermore, the percentage of women 
students is greater for noncollegiate institutions than for collegiate 
institutions in general and for two-year collegiate institutions in 
particular. (See Table 5.) 



Table 5: Postsecondary f-ducation Enrollments, 
by Sex, 1972 



Institut ions 


Percentage 


Percentage 


Men 


Women 


Noncollegiate Schools 




52 


Col leg i ate Inst i tut ions 




40 


Two-year Colleges 


58 


42 



SOUUCfi : Adapted from U.S. Office of liducation, P rojections of 

liducational Statistics to 1981-82 . 1972; NCFPE Survey of 
.Noncollegiate Institutions; and U.S. Office of Education, 
Digest of {iducat ional Statistics. 1972 . 
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The private sector accounts for the overall greater percentage 
of women than men in noncollegiate schools. This phenomenon occurs 
principally in the "business, cosmetology, hospital and other" category— 
with 57 percent of the total noncollegiate enrollments. These schools 
offer many programs in occupational fields traditionally chosen by women, 
such as secretarial, beautician, and nursing courses. Enrollees at the 
public institutions, especially those offering trade and technical pro- 
grams, are predominantly male. (For more details, see Appendix D., 
Table 4.) 

Overall, 54.7 percent of students in noncollegiate institutions 
are between the ages of 18 and 21, a lower percentage than evidenced 
at collegiate institutions. Jhere is a greater percentage of older 
students (15.1 percent are over -2^1 attending noncollegiate institutions 
than collegiate instititutions. (See Table 6.) These schools seem to 
attract persons who have been away from school for a while and who want 
to upgrade their job skills without undertaking a full, traditional 
academic degree program. 

) 

/' 

Table 6: Postsecoiidary Education Enrollments, 
, by Apo Group, 1972 



Sector 


Percentage 
18-21 Year Olds 


Percentage Percentage 

21-29 Year Olds 0,/er-29 Year Olds 


Noncollegiate 


54.7 


29.8 


15.1 


Col legiate 


61.9 


31 .6 


6.5 


SOURCE: Adap 
Stat 


ted from U.S. Office 
L St ICS, 1972^ and NCFP 


of tdiication 
r. Survey of ! 


, Digest of Educational 
Sioncol legiate Institutions. 








} 

/ 




/ 

r 


4 

88 





Interestinj?ly, in the private sector, it is the women in 
business/commercial, cosmetology and health occupation programs who 
account for the majority of students between 18 and 21. By contrast, 
60 percent of the students at public noncollegiate institutions are 
older than 21, with more than a fourth over 29. (See Appendix D, 
Table 5.) 

Noncollegiate schools also serve a greater proportion of racial 
minorities than collegiate schools. Table 7 shows the proportions of 
white and nonwhite enrollments at both collegiate and noncollegiate 
institutions. Private noncollegiate institutions have a higher per- 
centage of nonwhites enrolled. Jfte respective percentages are 19.2 
peicent nonwhites enrolled at private noncollegiate institutions as 
opposed to 17.8 percent at the public ones. (See Appendix D, Table 
6.) One explanation for this fihenomenon may be the flexibility of 
course length at private institutions; shorter programs that minimize 
the time lost from employment are available. 



iuble 7: Postsecondary Education linrollments , 
by Race, 1972 



Percentage Percentage 

•^t-H tor White Nonwhite 

Noncollegiate 81.3 18.7 

fol U'ijiatc 89.9 10. U 
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SOllRt l. : .Adaptt^i xrom IJ^S. Office of [education, Digest of Fxaucational 

Stat I St ics , 19'"2 and NCFlMi Survey of Noncollegiate Institutions. 

Tno results of the NCMMi survey show tliat a large majorit/y of 
itudonts were enrolled in full-time programs in 1972» (See l/bles 8 
and 9.) This finding meshes with previous studies. The AIR/study 
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Table 8: Comparison of Pull-Tine and Part-Tiise 
Noncollegiate Enrollments, 1972. 





26% >i 




Part-time \ 


-time i 



Trade %^ools and 
Technical 'Institutes 




Business, Cosmetology, 
Flight, Hospital, Vocational, 
ft Other Schools 



Table 9: Comparison of Full-Time (FT) and Part-Time (PT) , 
by Institutional Type, 1972 



Trade 
Schools ft 
Technical 
Institutes 






Public 



Profit 



Nonprofit 



Business, 

Cosmetology, 

Plight, 

Hospital , 

Vocational, 

ft Other 

Schools 
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SOURCE; NCFPE Survey of Noncollegiate Institutions, 1972. 
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for instance, revealed that some 83 i)ercent of the students were 
full-time. According to AIR's findings, the highest percentage 
of full-time students (91 percent) was reached in technical schools; 
and the lowest percentage (71-81 percent) was in the office manage- 
ment and data processing areas. Issues of the Annual Report of 
Business Schools Accredited by ACBS support these data. Annual 
reports between 1968 and 1971 show that the size of full-time enroll- 
ments has remained at a constant level of 76 percent of total annual 
enrollments. 

III. 

NONCOLLEGIATE PROGRAMS: 
MISSIONS, COSTS, AND EFFECTIVENESS 

Educational Objectives 

With regard^to the purpose or mission of an institution's 
programs, a distinction can be made between proprietary and public 
noncollegiate schools. Proprietary schools, for instance, tend to 
have a single and wel 1-dei^nejJ^ to provide 

occupational training aimed at placing students in full-time jobs 
in the shortest time possible. The survival of most proprietary 
schools depends not only upon reaching this goal but also in train- 
ing students well enough to be successful on the job. As a result, 
proprietary schools tend to select students with higher ability and 
educational attainment than do public noncollegiate schools. Bclitsky 
and others^ have found that almost two-thirds of the students attend- 
ing NAITS member institutions are higher ability students and at least 
hold nigh school diplomas. Furthermore, over 50 percent of them were 
in th*^ upper three-fourths of their high school class. 

On the other hand, the mission of public vocational ind trade 
schools is not always well-defined, because the enterprise often depend 



\See h. I rikson et al ., Proprietary Business Schools and Community 
Colleges: Resour ce Allocation, Student Needs, and Federal Policies 
(Inner City I'und , 1972), p. 8. 
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upon the political processes and regulations of state and local 
govern5»ents. In addition, the students enrolling in public non- 
collegiate institutions are assumed to be more diverse--in ability 
and educational attainment levels-- than those enrolled; in proprietary 
schools. But there are no empirical data available to allow for 
comparative analyses about the levels of student ability and 
educational attainment reached in proprictar>' and public non- 
collegiate institutions. 

The Flexibility of Programs 

Another point of comparison between public and proprietary 
noncollegiate institutions is program flexibility--the time required 
to complete a full program, the time required in a classroom, and 
the mixture of course formats (classroom and correspondence). The 
Inner City Fund Study points out that there has been a marked tendenc;' 
toward corporate ownership of proprietary schools; still, the curricular 
programs of proprie*tary schools have so far tended to be more flexible 
than public vocational, trade, or business schools. Because proprietary 
schools respond to changes in market demand, they art sometimes more 
free to offer short or year-around courses. In a descriptive study 
of 3S proprietary schools in California, Kincaid and Podesta emphasize 
this kind of flexibility: 

.they [students! could be in classes at 
once or at least within one or two weeks. There 
[are] no scheduling problems to cope with, and 
registration was a simple matter that involved 
only signing a contract and arranging for pay- 
ment . 

On the other hand, public si;ctor institutions face periodic scrutiny 
under guidelines imposed by g9vernmcntal regulations on licensing, 
accrcJitation. and eligibility for student aid. As i result, their 

K 

oourse.> arc more standard i :cd . 



S KmoaiJ ana i.. Podosta. An Exploratory Survey of Proprietary 
W.Morui^l School-- ^^'^1" Californi-.: Stanford Research Institute, 



Diversity of Courses' 

According to NCES' preliminary findings, a phenomenal number 
of courses are offered by various types of noncollegiate institutions. 
The largest number of courses are offered in office management programs 
in business schools. And a great portion of these courses are dominated 
by computer-related courses as well as accounting and business manage- 
ment courses (see Table 10). 



The Length of the Programs 

Programs offered in noncollegiate schools vary in length from 
two weeks to more than two years, according to the NCFPL" survey. 
Progranjs in public institutions are generally longer (averaging 15 
months) than those in proprietary schools (averaging 13 months) . 
In trying to accommodate the lengths of programs to meet different 
student needs, the public sector is limited by governmental rcgula- 
tions arid guidelines, for instance, some states, like New \or\i 
and Illinois, issue directives that dictate o standardized require- 
ment for the length of vocational and occupational courses at public 
inst itut ions . 

For the purposes of the NCf-IM; survey, it was assumed that 
there was no correlation between full-time enrollment and length 
of program. Ihat is. fu 1 and pa rt - 1 in.e ^rfUdent s are said to be 
distributed in the same proportion in p/ogram.s of different lengths. 
(The percentage di st rihut io.i of the average length of the progiams 
are summarised iti iable ll.j In previous studies, the only source 
of d..ta on the distribution of nonvol legiirte students by lenvJli of 
program was the AIR survey, which found that almost percent of 
..111 students arr unrolled in cou. th..t last nore than six inontlis. 
{■■>cv I Able 12.) 
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Table 11: Percentage Distribution of the Average Length of 
Programs, by Institutional Type and Control, 1972 



Average 
Months 
20 ^ 



15 



10 i 




Trade g Business, 
Technical Cosmetology, 
Institutes Flight, 

Hospital , 
6 Others 

PUBLIC 



BUST C•')^'y /ivAii.A/.ii 




Trade § 

Technical 

Institutes 



Business, 
Cosmetology, 
Flight, 
HosjMtal , 
5 Others 




Correspondence 
(All) 



PRIVATE 6 NONPROFIT 



SOURCE 



: NCFPE Survey of Noncol legiate Institutions. 
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Table 12: Enrollments, by Course Length, 1972 



Program Length 


% 

Part-Time 


% 

Full -Time 


Total 

% 


Less than 6 months 


4.08 


>19.92 


24.00 


More than 6 months 


12.92 


63.08 


76.00 


17.00% 


83.00% 


100.00% 



SOURCE: UR, A Comparative Study of Proprietary and Nonp roprietary 
Vocational Training Programs , 1972. 



Student Costs of Education 

To make an accurate and complete estimate of program costs 
(tuition and fees) is complicated. Most of the differences in costs 
among various programs depend on the kind of course (whether laboratory, 
correspondence, or classroom instruction) and the length of time required 
for its completion. The lowest cost per program is the office management 
and business curriculum-at about $80 or less per month. This curriculum 
involves typical classroom instruction; thus, it requires just a flat 
tuition. If specialized instruction (such as hospital or flight training) 
is part of the program, the costs would rise significantly above $80. 

Acco^-d^ng to the NCFPE survey, the lowest cost institutions are 
publi. trade and technical institutions ($88 per nine-month academic year) 
and the highest cost institutions are proprietary trade and technical insti 
tutions C$1,233 per nine-month academic year). The group of proprietary 
business, cosmetology, and flight schools is the second highest cost insti- 
tucion. (Table 13 summarizes the NCFPE findings about the relationship 
between the average cost and length of programs among various institutions. 

Prior to the NCFPE survey, the most complete attempt to estimate 
program costs was made by the AIR survey. Even though Bel it sky inuuirva 
about costs in his questionnaire to NATIS members, he did not tabulate 

82 
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Tabu 13: A Coaparisoii of Average Length and 

Average Cost, by Institutional Type, 1972 







Average 


Average 








PTOffTAm 

• m A CMIi 


Tuition 


Tuition and 






Length 


and Fees 


Fees Per 








(By Program) Academic Year 


Trade 


Public 


18 


$175 


$88 


Schools 


Profit 




$1,233 






9 


$1,233 


Institutes 


NonDro£it 




$868 




13 


$601 


Business, 


Public 


12 




f 1 A7 


Cosmetology « 










Flight, 


Profit 


12 


$1,218 


$914 


Hospital , 










Vocational , 


Nonprofit 


19 


$678 


$321 


and 










Other Schools 










Correspondence 




10 


$470 


$423 


Total 


Puhlio 


15 


H86 


$112 


Average 


Private 


13 


$2,113 


$771 




All 


14 


$499 


$321 



SOURCE: NCFPE Survey of Noncollegiate Institutions. 
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results. The ICF only collected cost data ifrom a very small sample 
of institutions- -twenty Southern business and proprietary schools 
that might be lower-cost institutions. Most other studies merely 
settled on one estimated yearly tuition charge (commonly $1,000 per 
year). The Carnegie Commission survey confirmed that the average 
annual tuition and fee charges are about $1,100. (Table 14 compares 
these various findings about costs.) 

Effectiveness of Programs 

There is a scarcity of literature about judging the effective- 
ness of noncollegiate schools. Two logical measures of effectiveness 
are the rate of course completion and the rate of placing students in 
jobs related to their^training. 

The Cominission survey indicated that, overall, about 51 percent 
of the students--both full-time and part-time enrol lees--completed 
their trade school and technical institute training. About 88 percent 
of those who completed their training were placed in jobs. In the 
case of business, cosmetology, flight, hospital, and vocational insti- 
tutions, the NCFPE survey revealed that about 45 percent of the students 
completed their training, and 68 percent of those completing their 
training were placed on jobs in 1972. (See Table 15.) 

Both the 19b7 Hoyt study and the 1969 Belitsky report found that 
more than 70 percent of the students completed the full training program 
and that a substantial number of graduates were placed in occupations 
related to their training. (Hoyt cited an 80 percent placement rate; 

Belitsky, 55 percent.) 

Several surveys have asked students why they have chosen a more 
costly proprietary school when similar publicly financed programs were 
available in neighboring community colleges. Data from Stanford Research 
Institute's student survey, for example, show these reaso.s: (1) flexible 
enrollment schedules and shorter course length; (2) more concentrated 
practical subjects; and (3) better placement services. The Hoyt study of 
3,300 students indicates that the value of concentrated courses was the 
major reason for enrolling. 
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Table 15: Charges ami l.tMigths of Progrr.ms, 
by Size of Institution, 1972 













Charge for 










Charges 




Academic 






Approx imate 


Charges 


Per 


Length 


Year 


Number 


Size of 


Student 


Per 


lull-Time 


in 


Equivalent 


of 


Institution 


Charges 


Course 


Progr;uit 


Weeks 


(36 Weeks) 


Responses 


0 - 49 


57.> 


517 


800 


38 


758 


169 


50 - 99 


979 


510 


1.131 


38 


1,071 


108 


100 - 499 


i,:i4 


4 92 


1 ,335 


33 


1,456 


273 


500 - 999 


1 ,128 


24 «> 


1 ,357 


39 


1 ,253 




1,000 - 1,499 


1 ,8u: 


175 


2,i(>0 


52 


1 ,495 


6 


< 1,500 


43b 


321 


()19 


48 


464 


23 


All 




■ISA 


1,161^ 


Jr- 


1,165 


616 


SOUKCl : 


Carnovlic (.ionini i ss i on 


Survey ot' 


rr i vate. 


Trade, Technical, 


Bus incss , 


Spec ia 1 \zc 


d , and Vocat ional 


Schools and 


Col leges. 
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Whether * r not trained persons tend to have an advantage over 
untrained persons in eventual earnings and jot satisfaction is some- 
thing that cannot be easily answered by existing data and studies. 
However, an inquiiy into the status of trade and industrial graduates 
from 100 randomly sampled high schools by Eninger (1965) concluded 
that vocationally trained graduates tend to gain higher wages and 
perhMj^F greater job satisfaction. 



The estimated total amount of support--from afl'^lfinancing 
sources--for the noncol legiate enterprise in 1972, in round numbers, 
wab about $2.6 billion. Of thi^ amount,. 48 percent was provided by 
student charges; 40 percent came from various governmental aid; and 
the rest came from such sources as auxiliary enterprises (58 percent), 
and gifts, endewmencs, and other sources of income (6.3 percent). 
Just as in the case of collegiate sector financing, financing the 
noncol Icgia. e sector is a responsibility largely shared by students 
and their families and by the gov-ernment at all levels. Philanthropic 
individuals a:.d organizations assume a minimal role. (See Tables 16 
and 17. ) 

In the noncul legiate sector as a whole, the single largest item 
of inst • tut ional expend i tin es (52 percent) is instruction. Administra- 
tion (\) pe^rcent) and plant operation (17 per':ent) are the next highest 
items of expenditure. (Sec Appendix D for full ti^bles.) 

The major source of revenue for the private schools is r>tudent 
charges ("8,1 perct^nt), while the public sector heavily depends on aid 
from feiWM'al and local ^ovcrnmeiits ( 8() percent). 

The case of nonprofit schools is a little different. The results 
of the NCI survey sfiow that in 197J nonprofit trai'c and technical 
institutfs drew almost ccjtial prc^port ions of their revenues from student 



IV. 



THE NONCOLLEGIATE SECTOR'S 
FINANCING PATTERNS 



A $2.6 Billion Enterprise 
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Table 16: Sources of Revenues for NoncoUegiate Schools, • .^972 

An Overall C«aparlton of Perceatage 




Trade Schools 4 Busine/s, Cosaetology, 

Technical Institutes Flight, Hospital, Vocational, 

and Other Schools 




SOURCE: NCFPE Survey on Noncolieglate Institutions. 
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Table 17: Expenditures of Noncollegiate Schools, By Object, 1972 



An Overall Conparijon 




Auxiliary 
Enterprises 
7% Placement 



Others* 




6.2% 

Auxiliary 
Enterprises 
Job Placement 
3.2% Others* 



Trade Schools & 
Technical Institutes 



Business, Cosmetology, 
Flight. Hospital, 
and Other Schools 




Plant Operation 



^Includes stiiJtnt ai*.. 

••Includes student aid, placement, etc. 
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(Table 17, continued) 




Profit 

OtheJ^5.4% 
(including 

placeiMnt) X4.8^ 7.4% 
Student Aid 

Auxiliary 
Enterprises 




Student A 



Auxiliary 
Enterprises 



Trade Schools § 
Technical Institutes 



Business, Cosmetology, 
Flight, Hospital, 
and Other Scnocls 



Aid 



Nonprofi 




Other 
(Student Aid, 
riacemei't, etc.) 



Plant 
2 Operation 

Auxiliary 
Enterprises 



Placemen 

Auxiliar 
Eaterprise 
Other 1.4* 




SOURCE: NCFPE Survey of Noncol legiate Institutions, 
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charges (32 percent) and governmental aid (44,7 percent). But non 
profit business, cosmetolof^/, flight, and other types of schools 
drew about 4/ percent of their revenues from stident charges ind 
25 ,5 percent from ••unspecif ied'* source?.. 



Ti.'j few indicators available on the family income level of non- 
collegiate students indicate that noncol legiate institutions enroll a 
higher percentage of students from low- income families than collegiate 
institutions do. The Carnegie (Commission study shows that of 410,288 
SLudqnts in proprietary schools in a few representative states a!)out 
27.5 percent come from families with below $5,000 income. (See Appen- 
dix I), Toble 7. J The ICF study estimated that about 50 percent of 
noncollegiate students have family incomes below $9,000; and a Bureau 
of Social Sciences Research report (1970) estimated that 50 percent 
of vocational and proprietary school students have below $7,500 f.imily 

income. No directly compai-able data for collegiate institutions ore 

5 

available; however, data in Digest of liducational Statistics, 1972 
indicate that for first-time students in collegiate institutions, only 
12 percent come from families whose incomes are less than $fc,000. 

The question of how students finance their noncol legiate educa- 
tion las not been handled satisfactorily by any previous studies. 
Man), like the ICF study and Belitsky's report, looked at this issue 
Superficially, and their analyses are impri^ss ioni st ic . The lact is 
that the data base is simply not yet yvailal)le to allow a thorough 
answer. The results of the N(T-Pfi study cannot answer this question, 
because the survey was based on an institutional sample rather than 
a student sample. An extensive student resource survey, comparable 
to those done by the c:ollei;e Scholarship Service in collegiate sec*i)r 
research, needs to be conducted. 

Although the total answer about how students tinance thtMr educa- 
tion has not been found, the NCi-Pl. survey allcjws these two quest luii^i 

^IJ.S» Office of I. ducat ion, |)i ges t oM:dm:a^i (>na 1 .^itatisiu- , P.)VJ 
iCover-uiient Printing. Office, T972] . " 
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to be explored: how many students receive aid and from what sources 
does the aid come? For example, the data show that students, especially 
from proprietary schools, make greater use of federally guaranteed loan 
programs and VA benefits than other sources of student aid. (See Tables 
18 a-^d 19,) 



V. 

A SUMMARY NOTU 

Despite the bewildering complexity of American postsecondary 
education, Sir trie Ashby says, the "dominant impression is the range 
of standard and quality."^ The qualitative diversity among institu- 
tions other than the traditions' colleges and universities, however, 
has largely been ignored. Often, there have been contused reports 
about these schools. One can hear the Horatio Alger version of 
successful institutions. At the same time, howeveiv, many stories 
rage about 'fly by night" institutions. A major cause for such 
contradictory views has been the lack of comprehensive data about 
noncoUegiate inst itut ions- -their students, their programs, and 
their patterns of financing. 

The nature and quality of noncoUegiate educatioii has just 
begun to draw some interest from researchers and education policy 
makers. Three reasons arc behind this new recognition of the impor- 
tance of the noncoUegiate sector. First, there lias been a growing 
assumption that existing postsecondary educational inst itut ion:i 
offer few options in learning modes for increasingly diversifieil 
enrollment.; (such as adult learners requiring shorter training 
periods and women students needing more flexible means of acquiring 
an education). Second, there is increasing evidence that the present 
sequential pattern of schooling is not the host o'le for all y(tuth, 

^\-5ir i.ric Ashl)y, Anv I't-rson, .Miy .Stu^ly (.Now Voik: McCraw-Hill, l!)^l). 
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Table 18: Distribution of Student Aid for Trade 
and Technical Institutes. 1972 



Public 



Profit 



Percent 



Percent 49.2 



40 



30 



20 



10 




40 



30 



20 



10 



0 I W ■ ■ ■ - - - 0 

CWS (JSL SUSL MDTA VA STATH OTHHR 



4U-- 



.Si' - - 



34.2 



0 




CWS GSL NDSL MDTA 
45.5 



VA STATE OTHER 



IJ.l 



Tt7 



c.si. 




\'A <:tate oriiiiH 
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Table 19: Distribution of Student Aid for Busine •, 

Cosmetology, Flight, etc. '"nstitutions, 1972 



Public 



Profit 



Percent 



40- 



30-- 



Percent 



20 



10 




CWS GSL NDSL M'^-^A VA STATE OTHER 



CWS GSL NDSL MDTA VA STATE OTHER 



Nonprof 1 ^ 



40-- 



30 - 



20 — 



26.3 



10 



1G.3 



13.8 13.8 



15.0 




11.3 



3.8 




CWS GSL NDSL MDTA VA STATE OTHER 
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7 

and perhaps is best for none. Some renowned commissions and study 
groups Have proposed alternative forms ^ such as **recurrent education/* 
**life long edi^cation/* and **learning at work/* Noncollegiate insti- 
tutions might become an important source to accommodate some of these 
alternative patterns. Thirds the American society is beginning to 
be concerned with the weakening relationship between the tra^Iitional 
college degree and en^loyability. The assumption that noncollegiate 
schools offer employable skills and satisfying placement has attracted 
increased interest in noncollegiate institutions. 

While the importance of noncollegiate education is recognized^ 
objective data available today to encourage the formulation of new 
social policy are hardly adequate. The National Commission's study 
is only a beginning for extensive data collection effort>s. The NCFPE 
survey is still far from completion, for example, it contains 
virtually no information on how students perceive their educational 
or training opportunities at noncollegiate institutions. Why did 
they enroll? How did they value their education? And so on. The 
NCFPE survey also presents some difficult problems in assessing 
noncollegiate programs and instruction. How effective are individual 
programs? Can we measure the estimated rate of return on the train- 
ing investment for graduates? A host of issues can be raised. There- 
fore, further research in these areas, building upon the NCFPE survey 
and other methodologies will yield important information for future 
policy making. 



7, 

James S. Coleman, et al.. Youth: Transition to Adulthood, Report 
of the Panel on Youth, 1973. 
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APPENDIX A 
NCFPE SURVEY METHODOLOGY 



Developing the Survey Instrument 

In designing the National Commission's survey of noncollegiate 
institutions, the NCFPE staff carefully studied various other survey 
forms for proprietary vocational schools, including: the Belitsky 
survey, the AIR interview form, the Carnegie Commission survey form 
for proprietary/vocational schools, and the proposed NCES Survey of 
Postsecondary Career Schools (developed by Robert Calvert and Lynn 
Kay, Adult and Vocational Survey Branch of the U.S. Office of Educa- 
tion) . 

The NCES Survey fonn was particularly useful. The National 
Commission staff adopted for its survey the NCES Survey institutional 
classification code; and some of the illustrative program descrip- 
tions in the NCFPE survey were taken, with Dr. R. Calvert's perm- -^sion, 
from it. 

Basically, the NCFPE survey instrument was designed to ascertain 
the following items: 

--The current enrollment (full-time and part-time) of non- 
collegiate schools; 

--Student characteristics (such as sex, race, and age); 

--Institutional financing patterns (such as total operating 
revenues and total expenditures) ; 

--Characteristics of instructional programs (such as lengths; 
costs; and participation, completion, and placement rates). 

See Appendix C for the NCFPE Survey foms. 

Pretesting the Survey Instrument 

The survey was mailed out July 15, 1973 and the completion dead- 
line was September 30, 1973. Because of the limitations on time available 
for the study, there was no pretest of the survey instrument. But the 
staff did examine the results of the NCIiS pretest of about 160 institu- 

tions--in an effort t cf ' ak c*.^ rt a 1 n consistency of responses. 
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Selecting the Survey Sample 

A sample was drawn from the U.S. Office of Education/NCES 
preliminary Postsecondary Career School Directory (1972) . The 
Directory contained 11,049 institutions from 9 institutional types 
and 3 kinds of institutional control (profit, public, and nonprofit). 
(See Table A-1,) 

The staff had to determine a manageable sample size that the 
Commission could collect before September 30. A sample of 697 insti- 
tutions was the selected size. To distfibute 697 sample schools to 
9 different types of institutions would not constitute good representa- 
tion. Thus, 9 types were collapsed into two types: (1) Trade Schools 
and Technical Institutes; and, (2) Business, Cosmetology, Flight, 
Hospital, and Other Schools. Trade schools and technical institutions 
were combined because they have common characteristics, such as size 
and program formats. The rest are combined in the second category. 
Table A-2 shows the derivation of the NCFPE sample out of the universe 
of 11,049 schools. Dr. Harold Niesselson of the National Center for 
Educational Statistics drew the random sample for the Commission. 

Telephone Follow-Up 

About four weeks after *-he survey forms were mailed out to insti- 
tuitions in the sample, staff members phoned each institution. A system 
for logging and filing all information was established. For instance, 
three full-time staff members listed all institutions in the sample on 
a master log sheet. Up-to-date information on the status of each school 
participation in the survey was recorded and available at all times. 

Response Rate 

Out of the total sample (697 institutions), 396 (57 percent) of 
the surveys were returned. Unfortunately, due to key punching problems, 
only 230 of these responses were key punched. Hius, not all 396 surveys 
were used for the staff analysis. Table A-3 summarizes an item response 
rate . 
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Table A>1: NCFPE Sampling Data on NoncoUegiate 
Institutions, 1972 



Type 

Trade 

Schools 

and 

Technical 
Institutes 



\ 



Control 



Public 



Profit 



Nonprofit 



N* 



176 



1,125 
142 



35 
75 
29 



Ratio 
N:n 

1:5 



1:15 
1:5 



Business, 
Cosmetology, 
Flight, 
Hospital , 
Vocational , 
and 

Other Schools 



Public 



Profit 



Nonprofit 



732 
6,981 
1,243 



73 



253 



124 



1:10 



1:30 



1:10 



Correspondence 



650 



128 



1:6 



SOURCi:: NCFPH Survey of NoncoUegiate Institutions, 1972. 



*Total number of institutions represented in the U.S. Office of Education, 
Preliminary Postsecondary Career School Directory. 

**Sampie drawn from the directory' "numbers . 
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Ta. 9 A-2: Derivation of NCFPE Sample Size 



r 



Total 11.049 

lustr.ictioi al Types Percent 

Technical Institutes 3.3 

Trade Schools 9.8 

Business/Commercial IS. 2 

Cosmetclogy 22.1 

^Flighc 17.0 

Hospital 11.5 

Vocational 12.9 

Correspondence 5 . 9 

Other 2.4 

Control 

Public 15.2 

Private - Profit 70.6 

Private - Nonprofit 14.2 



SOURCES: U.S. Office of Education, Preliminary Postsecondary Career 
School Directory, to which 495 unaccredited correspondence 
schools were added from information supplied by the National 
Home Study Council; NCFPE Survey of NoncoUegiate Institutions. 
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Table A-3: Item Response Rate for NCFPE Survey 



Item Number Percent of 

Total Response* 



1 


Institutional Finance 








a) 


Operating Revenues 


197 


87 




b) 


Operating Expenditures 


200 


88 




Studan: 


Characteristics 








a) 


Ethnic Characteristics 


205 


90 




^) 


Distribution by Age 


203 


89 




c) 


Student Financial Aid 


183 


81 




Program 


Characteristics 








a) 


Length - Month/Hours 


222 


98 




b) 


Student Charges 


199 


88 




c) 


Full-time Male/Female 
Part-time Male/Female 










Head Counts 


223 


98 




d) 


Number Completing 


204 


90 




e) 


Number Placed 


176 


78 



SOURCli: NOPL Survey of Noncollegiate Institutions, 1972. 



*Perccntage taken from total number of respondents 
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Key Punching and Data Storage 

Key punching in numeric language was carried out; data are 
stored in DS/3 data retrieval language at Systems Development 
Corporation in Canta Monica, California. The U.S. Office o^ Educa- 
tion is the custodian of these data as a part of the NCFPE Data 
Base. 
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APPENDIX B 



NCFPE SURVEY TERMINOLOGY 



Technical or vocational school- -A school that exclusively or 
principally provides occupational education to persons who have 
completed or left high school and are available for full-time 
study. Special -purpose schools that offer the following programs 
are included in this group: airline careers, auctioneering, 
commercial art, dog grooming, fashion design, floristry, house- 
keeping, interior design, medical and dental assisting, mortuary 
science, practical nursing, sea diving, and travel. 

Technical institute- -An institution offering instruction in one 
or iibre of the technologies at a level above the skilled trades 
and below the professional level. 

Business/commercial school- -A school offering courses for business 
occupations, such as accounting, data processing, and secretarial. 
Special -purpose schools that offer the following programs are 
included in this group: court reporting, finance, insurance, real 
estate, and sales. 

Cosmetology school —A school offering programs in beauty treat- 
ments, such as care and beaut if ication of hair, complexion, and 
hands . 

Flight school --A school offering programs for training as aircraft 
mechanic, pilot, or work in other technical fields related to 
aviation. 

Trade school- -A school offering programs in one or more trades, 
such as auto mechanics, baking, barbering, bartending, carpet- 
laying, cooking, dealing, drafting, fireman training, ground 
maintenance, horseshoeing, laundering, locksmithing, meat process- 
ing, photography, police training, polygraph, radio/TV broadcast- 
ing, sewing-tailoring, Swedish massage, truck driving, and welding* 
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(Appendix B, continued) 



Correspondence school- '-A school offering instruction only through 
the systematic exchange between teacher and 'student of materials 
sent by mail. No facilities are available for resident students. 



Hospital school- -A hospital, sanitarium, or convalescent home 
offering instruction for medical and paramedical occupations. 

Others^- -Schools or institutions not classified in any of the 
above groups include schools of modeling, dramatic arts, nuisic, 
brewing, maritime, and horsemanship; MDTA centers; Job Corps- 
centers; schools for the retarded; vocational rehabilitation 
schools; and correctional institutions. 



Controls 

The following temij are used to identify the type of control of 
the school listed: 



Public: Controlled by Federal, State, or 

Local governments 

Proprietary/ 

profit: Operated as a private, profitmaking 

school 



Nonprofit; Operated as an independent nonprofit - 

making school with no religious 
affiliation 
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APPENDIX C 



NCFPE AND CARNEGIE SURVEY FORMS 



ION on the 
J of 

POSTSECONmRY EDUCATION 



RlNl^jglNCof 



M«fi4A W Li f-'i-'tlXP. 

Senator I riiri*n Rv'^ii. Ir 
F.rncii L Sovfi 
Conifttimtn |onn Brjdfmat 

Din M. Mirtm 
Will* C MfM* 



Gent*ffnen: 

The Congress of the United States has charge-l our Qomnlsslon 
to conduct a study and make reconmendatlons concerning the 
financing of postsecondary education. The study will con- 
sider the impact of past, present, and anticipated private, 
local, state, and federal support for postsecondary education, 
Including recommendations on the appropriate role of the 
states in support of higher education. In addition, we 
win review alternative student assistance programs and 
the potential federal, state, and private participation 
In Such programs. 

The Conmlssion's staff has made ar^ extensive search of avail- 
able information and has found no comprehensive data about 
postsecondary career schools. Information about this signi- 
ficant sector of education Is not only essential to our study 
but should be of great value to you and other career schools 
as well. Therefore, we are conducting a survey to create 
perhaps for tne first time a systematic set of Information 
about Such schools that will oe analyzed as part of our 
study. You will greatly assist us If you will complete and 
return the enclosed questionnaire by June 30, 1973. We have 
no hesltatian In making the results of the Survey available 
to you at your request. 

Should you have any questions that are not answered by the 
enclosed instruction sheet, please contact Mr. Ray Thor^psop 
in our _l iUfc h^nqt pn _L n . C i efflrx ^ 




Btf^ Liwrf'Ce ift^ul'^ OtfHtur 

161 2 CouM Piice Suite -50 
(JOii $37-2461 



107 

120 



June 6, 1973 



NATIONAL COMMISSION ON THE FINANCING OF P0ST3EC0NDARY EDUCATION 

SURVEY OF POSTSCCCNDARY CAREER SCHOOLS 

Data obtained from thie auvvey will he tvsated 
as confidential a>id_Lill not be identified with 
the nane of your soHool in any publioaticn. 



LC 



General Instructions 

Please complete and return the enclosed questionnaire by June 30, 1973. 
A postage-paid, return envelope has been enclosed for your use. 

Refer to the specific instructions below for guidance in completing the 
questionnaire. Wherever it is not possible to provide the actual infor- 
mation requested, please provide your best estimate. For any items that 
are not applicable, indicate "na". Feel free to call (collect) Ray 
Thompson in our Washington office (phone 202/254/8137) about any ques- 
tions you have. 

^— •• • 

S pecific Instructions 

The following instructions correspond to item numbers on the questionnaire. 

Item 1 Indicate the person at your institution who should be contacted 
regarding the questionnaire. 

Item 2 List the contact person's phone number 

Item 3 Indicate the ending date of the fiscal year for which the survey data are 
reported. This should be the 1972-^3 fiscal year or the :nost recent year 
for which al_1_ data arc av: i "! :bT (I.e. alj data reported should be for 
the same f i seal year , ) 

Item 4 Indicate tne nur'ber of sepa-^ate carpuse:. o>- sl'^i^-^K whi..ri -irc- covered 
by the report 

Item 5 Include only tnv.se starf mew.Ders w'kt are pnriar'lj vied i;-. i'lstru:- 
tional activities. Lxclude custodial, clf.'ricdl .ino otner stc^ff. 

I tem 6 Institutional Finance 

(A) Current Operating Revenue 

.■ ..: Include tne total aiio jr^l ■■f r-t.vonuffS '■-.•ce i v eU 

from btudents in paj-went of cnanjes for educat lona i serviut's. 
Oo not include noneducational or eKtracirritul at" revenue^, fro:'; 
students . 

, • ■ •.• Report total revenue^ f r,/.- iiwcrnc i 1 

sources (Inccil, state and federal) inrlutiing t'l.- •jr.;s, .r.un? 
received foi' student aid and any sponsored at. -i, 'Mrs, S'.,( f. .i > 
i-esearcn. In reporting Federal fu'inis receive.:, iikIjOo tfu'.'>e 
'^eoeral funds ^'^''^'^^^ cnannt-'led t'.rf.u.jn st'to aqe^ncies. 
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Private Gifts: Indicate the total amount received by the 
institution from non-governmental sources. Include esti- 
mated value of . contributed goods and services. 
Endoment Inoorne:' Include all revenues derived from earnings 
of funds used as endowment and income from- trusts of which 
your institution is the beneficiary. 
Auxiliari, Enterpvieee : Show the gross revenue of all activities 
which furnish a service to students or staff and which charge 
a fee that is directly related to the cost of the service. 

Current Operating Expenditures 

Inatrmotion: List the amount spent on all objects of expendi- 
tures such as salaries, suppl'les, et. al for instructional 
activities including research, if any. 
Studeyit Aid: Include amounts spent for student scholarships or 
grants; exclude amounts spent in connection with student work 
assignments or loans given by the institution. 
Placement: Report the amount expended for job placement activi- 
ties. 

Administration: Indicate expenditures for general institutional 
operation, other than plant operating expenses. This should 
include expenditures for advertising, the business office, 
executive officers, etc. Also include staff benefits not 
distributed to other budgetary units. 
Plant Operation: Report expenditures for operation and main- 
tenance of the physical plant. 
Auxiliary Enterprises: List gross expenditures for auxiliary 
enterprises such as parking lots, food service, etc. Also, 
indicate current fund expenditures for principal or interest 
payments on auxiliary enterprise facility indebtedness. 

(C) Net Worth: Report beginning and ending value for the fiscal year. 

I tem. 7 Student Characteristics 

(A) Ethnic-racial Distribution: Indicate the number of students 

(give estimates if actual data not available) in each category. 

(B) Distribution by Age; Report the number of students in each age 

group. Use estimates if necessary. 

(C) Student Financial Aid: Show the number of financial aid recipi- 

ents from each of the following aid programs: college work 
study; guaranteed student loans; manpower development training 
act; national defense student loans; veterans administration. 
For state and other sources from which your students receive 
assistance specify the program(s) involved. Also, report the 
unduplicated total number of financial aid recipients, i.e. 
report the total number of students receiving financial aid 
ignoring the fact that some students receive multiple awards. 
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Program Characteristics 

(A) Program or Field: Refer to the enclosed list of U.S. Office of 

• ' Education program codes and list the code number most closely 
corresponding to each of the programs in which you had students 
enrolled during the year concerned. If none of the codes ap- 
pears suitable, write In the title of the program. 

(B) & (C) Length: -for each program listed, indicate its length in 

months and the number of hcurs per week of instruction. 

(D) & (E) Student Charges: Report charges per student. 

(F) - (K) Enrollments: For each program report the total enrollment 
for the year under each column. 

(L) Number Completing Program: Show the number of students who 
completed each listed program during the year concerned. 

(M) Give the total number of students you assisted in finding 
full time jobs; include those full time jobs found for 
students at the completion of their coijrse of study and 
those full time jobs found for students who did not 
complete the course of study. 
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LIST OF VOCATIONAL -TECHNICAL INSTRUCTION PROGRAMS 

' ] ^- ' v>^ • 

(U.S. Office of Education Classifications) 



Agri-Business Occupations 



Code 



Name 



01.01 Agricultural Production 

01.02 Agricultural Supplies/Services 

01.03 Agricultural Mechanics 

01.04 Agricultural Products 



Code 



Name 



01.05 Ornamental Horticulture 

01.06 Agricultural Resources 

01 .07 Forestry 

01.99 Agriculture, Other 



Marketing and Distribution Occup at ions 



04.01 


Advertising Services 


04.12 


Industrial Marketing 


04.02 


Apparel and Accessories 


04.13 


Insurance 


04.03 


Automotive 


04.14 


International Trade 


04.04 


Finance and Credit 


04.15 


Personal Services 


04.05 


F1 orlstry 


04.16 


Petroleum 


04.06 


Food Distribution 


04.17 


Real Estate 


04.07 


Food Services 


04.18 


Recreation and Tourism 


04.08 


General Merchandise 


04.19 


Transportation 


04.09 


Hardware, Building Materials 


04.20 


Retail Trade, Other 


04.10 


Home Furnishings 


04.31 


i.'holesale Trade, Other 


04.11 


Hotel and i.odging 


04.99 


Distributive Education, Other 



Health Occupations 



07.0101 


Dental Assisting 


07 


.0501 


07.0102 


Dental Hygiene (Associate Oegref^) 


07 


.0502 


07.0103 


Dental L-iboratory Technology 


07 


.0503 


07.0199 


Dental , Other 


07 


.0599 


07.0201 


Cytology (Cytotechnology ) 


07 


.06 


07.0202 


Hi stol ogy 


07 


.07 


07.0203 


Medical Laboratory Ass'stincj 


07 


,08 


07.0204 


Hen;otol oqy 


07 


.0901 


07.0299 


Medical Laboratory Technology, 


07 


.0902 




Other 


07 


.0903 


07.0301 


Nursing (Associate Degree) 


07, 


.0904 


07.0302 


Practical (Vocational) Nursin^j 






07.0303 


Nu>-sing Assistant (Aide) 


07 


,0906 


07.0399 


Nursing, Other 


07, 


0909 


07.0401 


Occupational Therdfjy 


0? 


0999 


07.0402 


'Physical Therapy 






07.O49Q 


f-'ehdb i 1 1 1 dt ion ^.er- , , I'^-f.r 




qo 



Radiologic Technology (X-ray) 

Radiation Therapy 

Nuclear Medical Technology 

Radiologic, Other 

Ophthalmic 

Envi ronrrental Health 

Mental Health Technology 

E lectroencephalograph Techno 1 ogy 

Electrocardiograph Technology 

Inhalation Therapy 

Medical Assisting (Physicians* 

Office) 
CofT^.-uni ty Heal tr Aide 
Mof^tuary Science 

Hi sce-1 1 aneous Health OcLupations, 
Other 
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Code 



Name 



Home Economics 
Code 



Name 



09.01 Homemaklng/PersonaU Home and Family 

09.0102 Child Development 

09.0103 Clothing and Textiles 

09.0104 Consumer Education 

09.0106 Family Relations 

09.0107 Foods and Nutrition 

09.0108 Home Management 

09.0109 Housing and Home Furnishings 
09.0199 Homemaking, Other 

09.02 Home Economics: Occupational 

Preparation 



09.0201 Care and Guidance of Children 

09.0202 Clothing Mgmt., Production and 

Services 

09.0203 Food Management, Production and 

Services 

09.0204 Home Furnishing, Equipment and 

Services 

09.0205 Institutional & Home Management & 

Services 

09.0299 Home Economics: Occupational, 
Other 



Business and Office Occupations 



14.01 


Accounting and Computing Occupations 


14.06 


Personnel, Training & Related 


14.02 


Business Data Processing Systems 




Occuoations 




Occupations 


14.07 


Steno., Secretarial and Related 


14.03 


Filing, Office Machines, Clerical 




Occupations 




Occupations 


14.08 


Supervisory & Admin. Management 


14.04 


Information Coifmunlcation Occupations 




Occupations 


14.05 


Materials Support Occupations 


14.09 


Typing end Related Occupations 






14.99 


Office Occupations, Other 



Technical Occupations 



16.0101 


Aeronautical Technology 


16. 


,0116 


Petroleum Technology 


16.0102 


Agricultural Technology 


16.0117 


Scientific Data Processing 


16.0103 


Architectural Technology 


16. 


,02 


Agricultural -Related Technology 


16.0104 


Automotive Technology 


16. 


,03 


Health-Related Technology 


16.0105 


Chepilcal Technology 


16. 


,04 


Office-Related Technology 


16.0106 


Civil Technology 


16. 


,05 


Home Economics-Related Technology 


16.0107 


Electrical Technology 


16. 


,0601 


Commercial Pilot Training 


16.0108 


Electronic Technology 


16, 


.0602 


Fire and Fire Safety Technology 


16.0109 


Electromechanical Technology 


16, 


,0603 


Forestry Tfchnology 


16.0110 


Environmental Control Technology 


16, 


,0604 


Oceanographic Technology 


16.0111 


Industrial Technology 


16, 


,0605 


Police Science Technology 


16.0112 


Initrumentat Ion Technology 


16. 


.0699 


Miscellaneous Technical Education, 


16.0113 


Mechanical Technology 






Other 


16.0114 


Metallurgical Technology 


16 


.9901 


Air Pollution Technology 


16.0115 


Nuclear Technology 


16, 


.9902 


Water and Waite Water Technology 
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Trade a nd Industrial Occup ci t j oris 



Code 


Ndme 




Code 


Name 


17.01 


Air Conditiomng Installation and 


1 7 


.14 


Electrical Occiipations 




Repair 


17 


.15 


Electronics Occupations 


17.02 


Appl iance Repair 


1 7 


.16 


Fabric Maintenance Services 


17.0301 


Body and Fender Repair 


17 


.17 


Foreman, Supervisor & Management 
Development 


17.0302 


Auto Mechanic 






17.0303 


Auto Specialization Repair 


17 


.19 


Graphic Arts Occupations 


17.0399 


Automccive Services, Other 


1 7 


.20 


Industrial Atomic Energy 


17.0401 


Aircraft Maintenance 






Occupf?tions 


17.0402 


Aircraft Operations 


1 7 


.21 


Instrument Maintenance and Repair 


17.0403 


Ground Operations 






Occupations 


^ T AP 

17.05 


Blueprint Reading 


17 


.22 


Maritime Occupations 


1 7. 06 


Business Machine Maintenance 


1 7 


23 


Metalworking Occupations 


1 7. 07 


Commercial Art Occupations 


1 7 


24 


Metallurgy Ocrupation<^ 


'7.08 


Commercial Fishery Occupations 


17 


2601 


Barhnrinq 


17.09 


Commercial Photography Occupations 


17 


2602 


Cosmetology 


17. 1001 


Carpentry, Construction 


17 


2699 


Personal Services, Other 


1/. 1002 


Electricity, Construction 


1 7 


27 


Plastics Occupations 


1 7. lOnj 


Heavy Equipment Maintenance 


17 


2801 


Fireman Training 




upera t 1 ons 


1 7 




Law Enforcement Training 


17.1004 


Masonry 


17 


2899 


Public Service Occupations, Other 


17.1005 


Painting and Decoratino 


17 


29 


Quanti.ty Food Occupations 


17. 1006 


Plastering 


1 7 


30 


Refrigeration 


17.1007 


Plumbing and Pipefitting 


17 


31 


Sn^all Engine Repair, Internal 


17.1008 


Orywall Installation 






Combustion 


17.1009 


Gl azinq 


17 


3.? 


Stationary Enorr;y Sources 


17.1010 


Roofing 






Orcupat ions 


i;.1099 


Construction and Maintenance Trades, 


i; 


33 


Textile Pruducticm and Fabrication 




Other 


17 


34 


I edtherworkinq 


17. 11 


Cuslodi al :>(?rvi ces 


17. 


35 


UphoUtering 


17.12 


niesel Mechanic 


17. 


36 


Woodworking Occupations 


17.13 


Drd^tuig Occupations 


1 / . 


99 


Frddf^ and Industrial Occujj.itioris , 
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Carnogi* Commission on riig^icr feciiicwikaoi* 

SURVEY OF PRIVATE TRADE, TECHNICAL, BUSINESS, 
SPECIALIZED, AND VOCATIONAL SCHOOLS AND COLLEGES 



1. What yMf wM your aehool f oundtd? . 



2. Wtttch of th« foltowin9 most tcouratcly ^i%mnbm yoMr school 10 
VMf s «9o snd St prmnt: 

U) 

lOyeirs ago 
(or when foundfd 
if not in eKiitencs 

10 yean a9o) 

1) Sola proprtatorthip [ I 

2) Ptrtnafihip I ) 

3) Cof poration (prtvatoiy haid) [ J 

4) « Corporation (pubiicly hald) I I 



(b) 



Preiont 

I 1 
( I 
I I 

( J / 



b) Astocmtion ( ] 

hra^iChiia 1 ] 

7) Oiviiipn of industry or buimasi [ ) 

8) Other <pioatedeicrib«) ( 1 

3. Plaasa indicata btlow total studtnt anrollmant for aach 
ipacifiad. 

1} EnroHmant m )908 (or anrollnnent m yaar founded 
1908) — 

2) Enrollnrwnt m 1968 ^ . . 

3) Urtrollmont ot pr*»wnt n072) 

4) Your eitirrtdte of enrollment m 197S , ■■ . 



I I 

i I 
I ) 
I ) 

of tha yaara 

if later thiir 



4. Plaaaa a»timata tha approximate proportioni of your atudantt thit fail into tha 
f of lowins cataoortaa: 



(n 

thiin 



(2) (3) (4) (O) 16) (7) {&) (91 UO) 



10- 
20% 

1 



20- 
30' 

I 



*i) Ufuivi 21 [ I [ 

h) Ovci 2b i ] ( i I 

. M .1 II ; 1 I 

(0 ^ urn.iiu I 1 { i ( 

i) Pttritirrt« 1 1 i ) I 
f ) From nrtdominantly minority ethnic background 11 ( ) I 
qi From ffimiiii^i with incomei leift than $5,000 per year (1 ( ) ( 
h) Arf nigh school graduates II (I ( 
I ) HavH not graduatftd from high school i I ( ) ( 
I ) Have some college education but do not hold a bachelor's degree [1 (1 ( 
k) Hold a bachelor's or higher degree II 11 I 



30 
40 



40 

50% 



50- 
60% 



( 1 



1 1 
( 1 
I J 



( J 
( I 



60- 
70% 



70- 
80% 



80 

DO'.o 



I I 



1 I 1 



?10 
10U' 1 



I i 
■ i 
I I 
I \ 
I I 
1 i 
I I 
\ 1 



5. In your judgment, approxtmataly what percent of your present students are 
anroltad in your program for tha following reasons: 

1 ) Training for their first employment (not counting pdrt*timo or intermittani work wMiie in school) 

2) F^etrjiHing to c^^ange occupation 

3) FurthQf training to obtain^higher position m same general occupation 

4) For personal development and/or leisure not directly or immedidtety related to occupational goats 



^ 



6. Plaat« indicate how important you behave the following rea&ons art to students 
salacting your school m preference to a lower tuition public collage or institute- 



a I No ]»vibi'C coneyo or institute orft'r$ training in th>s subjoct -.n tne geogr ap^^'cai area 

»ji iMi lOqui/Cri p/ogram at thit sci^ooi ii s^^orter 

I 1 n.it . iMi Ml >«'ivn rs t^rtror «t ihii school 

ill liiM tji luiM tH'l M r riiTO 

• J Onn I h.ivfi (O wad at long to ontoH 

1 I Thu ,ct»ooi fcpcc»a»'/et in tho subject 

gj Tmh >cr^ooi provides * c^^anco to wof k m t^o iicia 



o 
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Ve 

impoi 



V 

tant 



(21 

Imporrant 
i 1 

( \ 

; I 



13) 
Slightly 
lmi>ortant 

I : 



1 i 



(4) 
Not 
Irttportant 



! I 



M c#tti»MtM o# cto^rm «w«r<M by your mititution •nd tht rvquMltd 
ififMMtieii ibout Mch pfofram: 



Name of Proqrum 



(2) 



Numhfir of 
months to 
compiHte 



ntST COPY AVAILABir 





(4) 


(5) 




Check if 


Check if 


Year 


enronmeni 


enrollment 


prugr«ni 


increased 


decreased 


first 


>r> last 


tn tast 


offered 


TO vetU^ 

IK 

1 J 


10 years 
1 1 
1 1 





I 1 



f t 
( I 



I I 



(6) 


(7) 


Check if 


High ichoot 


program 


graduation 


qualifies 


required 


for state 


for State 


license 


license 


f/ 

I ) 




1 ) 

f 1 
( j 
1 1 


( ) 
1 1 
i } 
1 1 
( ) 



^ Maaas hit any programi which you have stoppad offering m the last 10 yaars: 



9* Appi oximateiy what percent of your students fall into tha following categories: 



(1) 
Les5 
than 
10% 



(2} 

10 

20% 



(31 (4.. (6) f6) (7) (8) f9) (10) 



:^o- 

Z0% 



a) enrolled only in daytime c'asses dt your school 

\3>\ enrolled only m cventriQ classes at your school 

cl enrolled m both evenmr) and daytime classe s 

d) enrolled only m correspondence study 

tt) enrolled m both correspondence courses and daytime ciasse**. 

ia Approximately what percent of all study and learning time is spent m eacr. of 
th9 following: 

11 Classroom instruction (leclufe. demon« iration cJisrusSion) 

21 Supervised hotV. experience m rpiareq mdnstrv 

31 Supervised practice m latK»ratory setting 

41 Comptiter aided instruction 

5) independent jturtv 

61 Other (please soec'tyl 



11. How tmportanf is each of the following sources of mforrndtion to you m 
planitmg a new course^ 



a) Informal onntjrts vyjfh »»mpu)v»»/"> 

bl DcpaMment ot Labo' statistics 

C) Feedback from qrod jjips 

d) Public school dutrn)f 

el Professional aS'.OCtdT.O'i^ (ADA UHSA t^r,vis»- w^-iii 

f 1 Accreditation teiims (.t dpi)i>cab'fj 

g) Home office pub''Caiions 

h) CiViC Or^n<//)MOM^ (CI'>.tr^l;Hi i»t (.., .itttiM<< , »• ' I* I 
' I Studpnf. Of CXWonf.d: srtiM»'nf jr'st-, 

J I Other Ipluas** SPHftyl 



I ( 



30 
40% 



40 

50% 



50' 
60% 



6a 

70% 



70 
80% 



1 I 



{t ) 

Vi'rv 
Important 

i I 

I ! 
: I 
1 



1 I 



) ( ) ( I 



I I 



121 

lr»>por ia ii 
\ \ 
! i 
! I 

: I 
{ I 

! I 



% 
% 

\ 
\ 



13; 
S'-q^^tiy 
Irnprjr ignt 



80 90- 
90% 100% 



(4) 
Not 
Imporian! 



117 

m 13$ 



12. Which ol tht follov.inf, if tny. would IomI to rtfutft to tnroU tlm 
rficant inyoiir tehooi: 

1 ) «ppl«Ciint If It than 1 8 ynn old* - ■ ■ 

21 •pplicHrtt ti over 40 v»*f* o\6 ■■■ ■ ■ ■ . 
3> l«ck of H(oh kHooi graduation ■ 
4) ifitd«<)uot« KoraonouiMytnQ IHU — 



ia Could you Mlimati ¥^«t p«rcint o* iot«iipfilicatiun»«««t«fui4«l 
«fi iht founds liitad in quwtion 92 ibovi. 

% 



14. U your srhooi or •f iny progfimi in your school Kcradilid by • 
0rof«i4»efMl. t«chnic«l, or rof tonil •ccrtditins Mioclation? 

1) ^r„Y«^ - 

2) No 



M yuui Hiikwci lu ^u(lsllOn \b it "no" pl«4M tkip to M»<t.'%tiOii to. 



17. If youf tntwtr to tht abovt quMlion ii "v«i". pImm ontwtr tha 

following; 



IS. If yti on quntion 14, plotit indicat*'. 

ni 



Nam* of occrodi ling agency 



i2) 

Oatf ofaccraditotion 



$) ^ 

bl 

cl ..... 



16. If your whool a part or^ branch of an mitttution w»th mora than 
cm location of oparalion? 



1) 
21 



.No 



II 
2) 



3) 



4) 



How mF'^y locattoni doit tha inttitunon hava^ 

Are maiertalt (HtfiMrmi cantiady for uia by tnttructort at alt 

locationt^ 

11^ Vat 

2) „Nu 

An ttaiuiard feet or tuition charged tludents ot all lontitiont' 
1) Yet 

21 „ No ^ 
Art tha following hiindted caniraiiy (by mum h^dnch or hirad' 
quartart) or locutiy at each location? 



a) Advcititmg 

b) Student Admission 

cl Rcciuitrnant end appotntmant 
oi inttfuctort 



ill 
tocdity 

( } 

I I 

1 ) 



(2) 
Nationally 

{ ) 

( I 

[ ) 



18. I'taasw inriic.ito bMtow the iiii of your faculty (using fuli tima 
aqui¥<*lint} for anch of lha yiari tpacif iad: 

II NumbOi of frtcultv »" 1008 or yOJf 

loundud il luici thiiii 1 0S3: • 

Number of Idculty »n 1 

Numlm of faculty 111 1971: 



2) 
3) 
41 



Numbor of faculty oitimatod 
tof 19/6: 



19 Indicati paicintaget for idch of thi following-tif tha itan^ doat not apply to 
your tiiMitution it all. plait* chack not appltcaUi columni: 



Faculty 

h) Have tcctwre m Ihit mititutiOn 

b) Hove eitn«»rieiice m related mduiti v or butmett 

cl HrtvcsBA Of B S. degree 

6) Hi4v»f d qriiiuAfe coHeQi! daor«e 

m I TcoCh ooM t«nio at ihit mjinuiion 

t I Af*- currfntly tniplOyed m related butin05$ Or in<jut ry 

g } BcMong 10 an employees bafgammg attociation 

hi Aft- • ^juoyed on it caien'* r ycar rather thin 9 mo o. 10 nio bat»t 

I I Hrtvc full. time tolary at lhi» mttitution of more thdn $1 2,000 per year 

I I Hflvn full-time toiary at thu .nititur»0'« of less thai^ $7,000 p^r year 



(1) 

Not 
applicable 

1 1 

: I 
I I 
I I 
( I 
I 1 
I I 
( 1 
I i 
f 1 



(2) 


i3l 


(41 


(b) 


161 


171 


















30- 


00 


70 


Over 


10% 

I 1 
[ i 


30% 

1 I 
( 1 


I 1 
I 1 


VO^^o 

1 i 
( 1 


90^. 

1 1 
1 ) 


OO^b 

i ) 
I ) 



I I I 
I 1 [ 



I 1 1 



(1 I 1 
(1 11 



I 1 
1 I 



( I 
I I 



i 1 
( I 
I 1 

[ i 
I ) 



1 (1 (I 



20. How ii your pr«idant or diriictor appointid o* datirmined? 

?i An.wjinletl by \Mt6 of U-'ertoii Of tfutt^r^ 

31 Appomii^fJ hy pf'tid'^nt O* paioiM CO. ^f Otmn 

4) . 0»f^ef. ip'Mte tpocify) . 



J) Mow foiig hat lha prisinl d^ncior or pi»nirt«nt lurv^d n Ih^t 
capacity? 



22. Includif^g tha prciont duoctOr or prendoni. how muny diffpiai»t 
paopid hovO larvad ih thot CHpiWity in tht >''^tl im yKO't' 



23 PlOti^a clinrU .my nt tha (ollowmy tint »tpp»y to your inUitntuMi 

WiXIt II II ^ 

/I I ii.>i .1 IK .1 I. 'MM. i-.i:,. y 

t; I M. , I- .» I -.M-.l t vl I- V *' I ■ I «■ : ■• ■ ' 

A) ^ r.u I mill jn-- {.•» ^ ••»'• iiVtHv-iiiLtiiV •« l..»if.| 

•,J fhl-iO •$ U ItUiUllt I |.U'»( il ni WtrlJ. iti .;..>. .'^ 



il8 



• t'*i 
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U. How impoftini \% Mcti of th« foHewini mtthoA ifl dtt«rmifiifi| th« tHtc* 
tivtfifii of your eouriM or m OfrMit? 







(1) 


i»r 










Vary 




Slightly 


Not 






important 


important 


Im^rtant 

. 1 1 


Important 




Formal itudtnt foliow*up proctdurti 


1 1 




' ) 


b) 


Aceradit«t<Ofi vmti (if appticabit) 


1 1 




( 1 




c) 




t 1 




I 1 




d) 


Informal fatdback from graduaiti 


( 1 




( 1 




t) 


Nfw studer^t damand 


( 1 




1 ) 




t> 


Raiuiu of taiti taktn by graduatai 


1 1 




( 1 






Othar (DlMiA ftMCifwl 


( 1 




1 1 





26. How important ii aach of lha following m raaruttinfl ntw itudanti: 



a> Our own griduatai 

bi Advertising 

c) Recruiting staff 

d) Employers 

e) High school counieiors 

f) Other (p tfdie sptJCify) . 



(1) 
Vary 
Important 

I 

I 

I 



(2) 



Important 



(3) 
Slightly 
Important 

I 



(4} 
Not 
Important 



26. What It your approHtmata charge to ttudanti (tuition ind faai) 

S 

1i $ .- . oor Single course 

2J $ , Full time pfogrgrn 



27. Thit Gharga It for a term of . 



waakt. 



28. Approximately what percent of your total opiriting ind cipitil 
COiM It derived from student chirgei? 

H _ . Over 90^ 

:> „_ 70 90% 

31 - . 50 70% 

4i Le^i than 50\ 



29. What are your other tourcat of income ind what percent do they 
constitute of totil oparettr>g cottt? 

1* Endowment income ^ % 

7) Donttions „ % 

3) Government payments , . _ % 



30. Ooat your inttitutton openta m laetad or owned facilities? 

1 ) ReniediSiised 

2) Owned by schooi 

31 Other, (please specify} 



31 Pleeia check the proportion of your totel innuii expendituret devoted to each 

of the following^ 



3» Phv»ca« ♦.41. -t-Pi {'e^J rnj ntpnj/^co Oep' ^C'd\'Qn , mot t^^e pay m^nii . an(^ Or 
In^tructn'S ?a J"PS 



(2) 13) f»j i5J (61 

Less 

than 10 30 50 70 Ov*»r 

10% 30'^ 50^^ 70^ 90-b 90^ 



! i M '■ 
II I I 
; i '1 
f I ! I : 
111' ! 
'I • I 



1 1 



119 
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{0'^d<e (. onf nufi to ^Ott pd\^l 



32- f^i$Jiin mdicati Oit «|ipro«tma<if proportion of vour muUvhh thai: 



l>> Wrr»'»vo hOO^Ms from V»'t*''.«M% Arjni»ni$trrt!»on 

c» Aio ^ncipictiU f^t %U(\** iCiiol.irihips 

rt> f<» t i*-vtf j»tJ st'^OM/sMip Kind* 31 VOU' ic»"00« 

e) Pjt If I DO It? If* it'ijf'u' woi K *ti»fiv proQrom 

I ) Wo'K port tim« »pr comjK'rUJt'On (noi p<»rt CduCtit'O^d' 
pi O'l'OmJ 

I » Aft: g>vcn OCtcrrert tmpon 



( 1 



I } 
I 1 
i I 
I 1 



?()• 
30\ 



10 
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33 Do you havt puc«m«nt »«rvic« iot your y>«du«ttv7 
21 . . N> 



37 Of>F« your schQo\ h.wf coiilrrfcM or olher form.il Mtf.mo#«mci»t» 
vviih other tffiucattonrt! rnilttuhorn under winch ^ou »upp»y «puci(«c(t 
•duCtftrOntfl \«rvieft5? 



II 

2) 



No 



:14 M Mi. ippfu* nn.itnlv <vhjl pftrcont O* your yiuUu.iloi Jio plJCfd 



3b WhJt o-'fconl of your stuU§«>t» ontor emptoy m«nt reutod to thoif 
training ^vit.'nn the following psriOdi of timo 



3H If vev thncW %vhi«:!i typo Ot typol ol in$tdutiOn% >Vilh whtch you 

I 1 J'J IV.. ir / Vi'rt' LOUriiM 

?i P\ipi-». V V'^ LO'-iP-v 

Gl Puh'iC s^^confjdiv jchool 
f>] Pi. vote ^rMjnjdry sC^^OOl 



2. 0.' 
.1* r. 

3> B - 



,' \ 2 "^O'Mni d'u) ft 'rio''U«i 

.on^jj-rti.if^ 



39 It It pnstible for itudenti compiotmy your proQr.im 10 obtflio 
credit for rcldtvd work tak6i> at oth«r coi\%^%\^ 



1 i 
2» 



3b On yOn ftfQuiJiiY m^.nt.iin studoni mlorm^tiDn conr.em.i.g the 



40 On you now h^ve. or haw« you hju Jiny iimo in the \un\ b y0.ir\ 
th ti4to Vocdtionji rtuhabilitdtion aOe'»Ci«k for troMiing uf 



thuii tlionti'' 



f.. .. . .1.1' < %f . t. -U '.I- 

r » f . J . J .» ■ '.1 ■»■» 'J I 

t . .... .1 ' ■ . 1 



.. .. . V , . I' , -I.. ... ' « •• 



4 1 II .»iu.voi to 40 ^hovo It ve^ ♦>p|)ro* inuicW I'-ow many iturionli 
wor»» cnroi'ou uM<lor vuch contr<icts \t\ Itiit G year^' 

«, lii 1(1 

■ I u) 
t. 
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42. Oo you permit trtntf^f Cffdtt from othtr •ducAttoni) institution! 
tor any portion of your pro9r«m rtquirtmtntf ^ 



21 , . No^ 



43. Hm your in«liluiion bttn cUs$if ttd as nonprofit for tax purpoMs? 

1) Yes 

21 - . No 



44. Compared to your annual optraling budgtl for 1967-68. how 
much of an tncrtaso in tht budgtt do you tstimalt you will achitvt 
by 1975 76? 

t) Less than ?b% 

2) . . B«!wt»€M 2han{ibO% 

3» _^ Between 00 and 7b% 

4) 1U0% 

5^ Moru than IQO^^j 

45. H your school's budget wtre suddenly tnereasad by on what 
items would yOu spend the additionai income' 



46. In the ust 5 years, what would you consider the most important 
"innovation", "reform", or "improvement*' at your school? 



47. In the neKt 5 years what would you consider as the most trrv 
portant problem that will confront you^ schooP 



1US«* adri'?'0"a» space on thp r.qht fOf any .1{JfJ.fiOn,iI (omrnpnts ) 

Thjnk you ¥^fy much 

CARNEGIE COMMISSION ON THE 

FUTUHE OF HIGHER EDUCATION 
1947 Center Street 
Berkeley, California 94704 



t) —.Yes 
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APPENDIX D 

NCFPE SURVEY TABLES 

Table D-1: Vocational Education Postsecondary 
Directory Universe, 1971-72 



Total % of 

Control of Schools Number Total 

Public 1,783 15.2 

Private 9,948 84.8 

Proprietary 8,279 70.6 

Private nonprofit 1,209 10.3 

Religious 460 3.9 

Total 11,732 ' 100 
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Talio 0-4: Biirollment Compusition of Noncollegiate Institutions * 
by Sux, 1972 



Control * ' ~ " "*"" 

Number HnroHmcnt % % 

Type Schools (OOOs) Men Women 



Public 210.1 73.0 27. U 

Trade '''^ 



Schools 
and 



Profit 135.0 8S,4 14.6 



Technical ^'^^-^ 
Institutes 



Nonprofit 43.2 55.4 44.6 

142 



Public 526.3 50,6 49.4 



Business , 
Cosmet olotiv , r-- , ,^ 

Flight. ^'f'' 39.: (.U.8 

Hospital. ^-981 
Vocat i una 1 , 
and 



r 



Nonprotit 04.6 20. 80 . U 



Other 
School s 



f - . 



i^ubli. ^M^.A A) 43.(1 

Mi J, 1 M , ! 4^. 

1' ..^J:^ 



Table 0-5: 



Enrollment Composition of Noncollegiate Institutions,* 
by Age, 1972 





Control 




% 


% 






Number 


Enrollment 


% 


Type 


ocnools 




18-21 


21-29 






Public 


210.1 


44.5 


35.6 


19.9 


Trade 


176 










Schools 


Profit 


13S.0 


49.2 


37.2 


13.6 


and 

1 echnical 


1,125 










Institutes 


Nonprofit 


43.2 


30.9 


54.6 


14.4 




142 


















OQ % 1. 
— ■ ™ 


16.7 




Fub 1 i c 


. — . — — 

S26.3 


35.3 


36.2 


28.5 


Business , 


732 










Cosmetology , 




65.2 


24.5 


10.3 


Flight, 


Profit 


1,151.9 


Hospital , 


6,981 










Vocational , 










17.6 


and 


Nonprofit 


64.6 


57.9 


24.5 


Other 


1,243 










Schools 












: * 




■t < r ^ 




07 A 


26.1 


Tota 1 


Fubl ic 


736.4 


38.6 


36.0 


25.4 




908 












Private 


1 , 394 . 7 


61.6 


27.2 


11.2 




9,491 












All 


2.131. I 


54.7 


29.8 


15.5 




10.399 














lis not inc 


ludcil here. 
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Table D-7i 



Percentage Noncollegiate Enrollments From 
Low-Income Families (<$5,000), 1972 



Income Enrollments 
Are From: 


lotai 
Enrollment 


Income Enrollment 


0 


- 10% 


86,210 


0 - 8,621 


10 


- 20% 


99,003 


9,900 - 19,801 


20 


- 30% 


128,163 


25,633 - 38,449 


30 


- 40% 


33,163 


10,191 - 13,588 


40 


- 50% 


4,892 


1,957 - 2,446 


50 


- 60% 


5,584 


2,792 - 3,350 


60 


- 70% 


2,266 


1,360 - 1,586 


70 


• 80% 


2,437 


1,706 - 1,950 


80 


- 90% 


43,662 


34,930 - 39,296 


90 


-100% 


4,102 


3,692 - 4,102 



OVERALL NUMBF.R 410, 288 92,161 133,189 

PERCENT 100.0 22.5 32.5 

27.5 
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Table D-10: Job Placement, by Size of Institution, 1972 



Percent of ' — 

Institutions 

with Job Percent of Those Placed Total 

Size of Placement In First Two Weeks 2 Months Percent 

Institutions Services Two Weeks to 2 Months to 6 Months Placed 



0 - 


49 


72,9 


32 


25 


13 


70 


so - 


99 


79.0 


33 


24 


16 


73 


100 - 


499 


83.8 


32 


22 


12 


67 


soo - 


999 


83.8 


26 


18 


12 


56 


1,000 - 


1,499 


66.7 


28 


23 


17 


68 


<1,S00 


50.0 


9 


7 


5 


26 


ALL 




78.9 


31 


23 


13 


67 



SOURCE: Carnegie Commission Survey of Private, Trade, TechTiical, Business, 
Specialized, and Vocational Schools and Colleges, 1972. 
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Table D-13: 



Purcentagc Distribution of Revenue, by 
Source and Size of Institution, 1972* 



Size of 
Enrollments 


Charges 
(Responses 


[indowment 


Gifts 


Government 
Aid 




% 


% 


P, 

'0 


% 


0-49 


7l^ on 


5 


6 


11 




70-90 


3 


5 


8 


100-499 


90+ 


0 


2 


11 


500-999 


90+ 


0 


3 


12 


1,000-1,499 


90+ 


d 


3 


2 


<1,500 


90+ 


0 


0 


4 


All 


90+ 


1 


4 


10 


HCFPE data** 


1 


0.1 


0,9 


6.3 



SOURCH: Carnegie Commission Survey of Private, Trade, Technical, Business, 
Specialized, and Vocational Schools and Colleges, 1972. 

•Actual estimates from individual institutions. Figures will not 
necessarily add up to 100 percent. 

**Average percentage distribution of private institutions from NCFPH 
survey to compare with Carnegie's data on private institutions. 
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Table D-15: Distribution of Institutions, by Percentage 55 
of Total Income Received From Student Charges, 
1972 



Percentage of Income Percentage of 
Prom Student Charges Institutions 



>90 58.4 

70-90 11.6 

50 - 70 8.8 

<50 21.2 



141 



erJc fit 



Paper 4 



RKCKNT PROPOSALS FOR FINANCING 
POSTSECONDARY EDUCATION 



By Ted l\ K. Youn 
Senior Policy Research Associate 
The National Manpower Institute 
Washington, D.C. 



150 



ERIC 



Paper 4 



I 



RECENT PROPOSALS FOR FINANCING 
POSTSECONDARY EDUCATION 



This staff report provides brief summaries and critiques of 
several financing proposals offered and debated on the eve of 
congressional hearings on the Education Amendments of 1972. Most 
of these proposals are applicable at the national level rather 
than at state or local levels. All of them generated considerable 
debate among researchers and policy makers at the time they were 
proposed; some of them are still being considered and debated. 

Information in this report is the culmination of an analysis 
of available documents on each proposal as well as staff interviews 
with a number of persons investigating the financing of post secondary 
education. Criticisms offered in the paper--under the heading "Some 
Critiques"--were formulated by policy makers and interest groups at 
the time each plan was being debated. These criticisms, then, in 
no way reflect the National Commission's point ot view. 

This paper was originally designed to provide Coijunissioners 
with background material for analyzing financing proposals. But it 
also serves as useful information for others to put in perspective 
any future national financing proposali; considered by Congress and 
other policy makers. 



I . 

DIRHCT ASSISTANCfi TO INSTrilJTION'S 



ERIC 



One torn of federal financing for post secondary education is 
du'cct assistance to institutions. There is a wide variety of in-^ti- 
tutioiuil aid--ranging from aid that is targeted to particular curricuiai 
;To^r.ii:is , to aid based on enrollments, to broadly defined catt-^ u-u t! 
li i. In providing federal funds to institutions liirectly, h^^wrvr-i , 
tr.i- f'on-it i tut i on ' s separation of church and st ite mu->t lu- . i.i i nt 1 1 ru^^ 

13l» 



A. Aid Targeted to Particular Curricular Programs 



Proponents : 



Status 



Purpose 



Representatives George Miller (Cal.) and {-milio 
Daddario (Conn.) introduced legislation in the 
89th and 90th Congresses. 

The House Subcommittee on Education took no 
action. 

To offer an alternative means of assisting 
institutions that will spread funds widely 
among institutions; to provide excellence in 
the field of science. 



Major F ea tures : 

Tlie Miller-Daddario Bill authorizes a total of $150 million to 
be distributed to institutions by the National Science Foundation on 
the basis of a three-part fonnula: 

(1) The first $50 million would be awarded to institutions as 
a graduated percentage of the total sum of project grants that they 
received during the preceding year from three federal agencies: the 
National Science Foundation, the Office of Education, and the National 
Institutes of Health. The maximum award would be $300,000 per institu- 
tion. The award would be based on the me».t of the institution's 
project proposal. 

(2) The second $50 million would be awarded to the states on 
the basis of the number of their high school graduates. Each state 
would be directed to distribute its funds in proportion to each insti- 
tution's share of the total numher of credit hours in science taught 
in the state. 

(3) The last $50 mi lion would be distributed to institutions 

on the basis of advanced degrees earned in science during the preceding 
three years. 



Some Critiq ues : 

(1) Ihe .\j;;erKan Council on liducation estimateJ the possible 
i.-npa^.-ts of the following aspects of the bill: 

The I'ill wouKi tavtjr lar^e, mul t i -campus , re<earch-o--i ent ed 
institutions. (See Table 1.1 ¥or ex;unple, under tfie first part of 
the tomula, the University c>\ Illinois would receive $.^00,(iOO (!.<> 
percent of the grants frnr-. the three federal agencies,, whertsK i ast 
Illinois iiniv-rMty wo-ild receive on 1 v $:(.,(UUi (O.iivS pv:\i-v,x .>f th.v 
total Ki'int-. 1 ro". tlu- thifr ij^rn.- i c ■■ ' . 
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Some states would benefit from this proposal more than others, 
regurdle:-s of their relative populations. States with large numbers 
of high ,<;chool graduates but relatively low college enrollments would 
be favored. New Jersey would receive $1.65 million to spend on about 
1,585,000 science credit hours ($1.00 per science credit hour); Calif- 
ornia would receive $4.8 million to spend on 10,585,000 science credit 
hours ($0.50 per science credit hour). See R.L. Farrell and C.J. Ander- 
sen, General Federal Support for Higher Education: An Analysis of Five 
Fonnuias (Washington, D.C. : American Council on Education, 1968). 

(2) Another possible criticism of the bill is that it benefits 
only the collegiate sector. The noncol legiate sector, which rarely 
offers advanced degrees in science, would not benefit under the third 
portion of the formula. 



Table 1: ACE Projected Impacts of the Miller- 
Daddario Bill (90th Congress) 



Sc ience 







Credit 


Advanced 






Project Award 


Hours 


Degree 


Total 


Institution 


Al location 


Al location 


Al location 


Al location 


Calif. Inst. Tech. 


$300,000 


$ 15,450 


$220,000 


$ 535,450 


Sacramento State College 


n/ a 


72,100 


30,000 


102,100 


Stanford University 


300,000 


92,000 


990,000 


1 ,382,000 


Westmount College 


21 ,000 


3,090 


n/a 


24,090 


Mt. Saint Antonio Jr. College 


n/a 


46,350 


n/a 


46,350 


University of Illinois 


300,000 


433,500 


1,265,000 


1 ,998,500 


CUNY Brooklyn College 


30,000 


110,600 


95,000 


235,600 


George Peabody College 


60,000 


6,300 


70,000 


136,300 


Eastern Illinois University 


26,300 


35,700 


15,000 


77,000 



SOURCI: : R. L. l-arrell and (! . J. Andersen, General Federal Support for 

fligher l-ducation: An Analysis of Five Formulas (Washington, D.C: 
.•\jnerican Council on Fiducation, 1968). Data were based on 1966 
111:(1IS ['inancial Statistics of Institutions of Higher Hducation . 
The national totals shown are 1966 funds for research obligated 
by NSf' , Ol* , and Mil to educational institutions as shown in 
i-cderal Funds for Rese a rch, Oevelo pment , and Other Scientific 
Acti/itie^, Vol. XV, li)63-6tT. 
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B. Direct Aid to Private Institutions 



Proponents: 



The New York State Select Conunittee on the 
Future of Private and Independent Higher 
Hducation, in a report submitted by Chair- 
man McGeorge Bundy to Governor Nelson A. 
Rockefeller, January 1968. 



Status : 



Currently implemented in the State of New York. 



Purpose: 



To ease the financial crisis of private and 
independent institutions of higher education 
in New York. (The annual deficit of New York 
private institutions--in the aggregate- -was 
estimated to be $20-$25 million in 1969-70, 
And the State Scholarship system did not 
significantly benefit private institutions.) 



Major Features : 

(1) Provides direct aid to eligible nondenominat ional private 
institutions for general educational purposes. Bases the amount of 
aid on the number of annual earned degrees conferred at each institu- 
tion at the rate of $400 for each baccalaureate, $400 for each master's, 
and $2,400 for each doctorate granted. (Estimated cost: $300 million.) 

(2) Establishes a statewide coordination and planning scheme for 
private institutions. Planning grants would be provided annually for 
the purpose of interinstitutional--both public and private--cooperation. 

(3) The Committee also proposed that the State Constitution, 
which prohibits direct aid to private, religiously-affiliated institu- 
tions, be amended so that all private institutions would be eligible 
for state aid. This amendment failed. 



Some Critiques : 

(1) The report did not discuss the question of aid for private 
two-year col leges , 

(2) The cost ot' implementing tfie plai) would be high. If it 
were implemented at the federal level in 1968"()9, it would have cost 
about $449 million; in 1973, over $590 million. 
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(3) Because the New York State plan would reimburse Institutions 
on the basis of degrees granted, it would tend to favor those with high 
retention rates per student admitted, Though such a criterion might 
be to some extent desirable, it could well result in lower graduation 
standards and thus reduce the quality of higher t^ducation. 'w.'^* Joseph 
Froumkin, Aspi rations, 1-nro 1 Iments , .uui Re sources [Washington, : 
U.S. (lovt-rnmeTTt I'rinting Office, 19"'0], p. 82. 
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C. Unrestripted Aid Based on Enrollment Increases 



Proponents : 



Howard R. Bowen in The Financing of Higher 
Education (Berkeley: University of California 
Press, 1971). Also, Bowen in "Tuition and 
Student Loans in Higher Education," The Economics 
and Financing of Higher Education in the United 
States; A Compendium of Papers Submitted to the" 
Joint Economic Committee (Washington. D.C.; 
U.S. Government Printing Office, 1969). 



Status : 



Submitted as a paper to the Joint Economic 
Committee. 



Purpose: 



To meet any future increases in educational 
expenditures, without placing additional 
burden on students in the form of higher 
tuition and fees. 



Major Features : 

Bowen proposes these formulas for determining institutional 
support : 

(13 Relate institutional support to the change in national 
educational expenditures per full-time-equivalent (FTE) student and 
to the change in a given institution's enrollment. 

(2) Relate institutional support to the change in ••sectoraT'* 
educational expenditures per FTE student and to the change in a given 
institution's enrollment. 

(3) Relate institutional support to the change in an individual 
institution's educational expenditures per FTE student and to the 
change in the institution's enrollment. 

The size of the institutional grant would uepend upon which of 
these formulas were used as a basis of computation; Bowen gives this 
example. In 1965, Ohio State University would have received $8.4 
million, if changes in national expenditures per student had been the 
basis for grant computations; if changes in sectoral expenditures per 
student had been used, the university would have received $10.8 million; 
if its own student expenditure patterns had been used# its grant would 
have been $12.6 million. 



*Bowen defines the term "sectoral" as institutions grouped by type and 
control. Bowen identifies six sectors: public universities, private 
universities, public four-year colleges, private four-year colleges, 
public two-year institutions, ajid private two-year institutions. 
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(4) Provisions in the plan, proponents argue, would set a 
reasonable maximum level of federal outlays, so that costs would 
not be prohibitive and the government would remain a partner, not 
a manager, of higher education. 



Some Critiques ; 

(1) The plan might prove to be too costly a federal expendi- 
ture. See M. D. Orwig, Financing Higher Education; Alternatives 
for the Federal Government (Iowa City: American College Testing 
Program, 1971). 

(2) A disproportionate amount of federal funds might go to 
new institutions under th^s plan. For instance, a new institution 
whose expenditures per FTE student were relatively low and constant, 
but whose enrollments were increasing rapidly (like public two-year 
colleges) might receive more than SO percent of all its funds from 
the federal government . 

(3) The question of how to compute grants for those institu- 
tions undergoing a period of decreasing enrollments was not resolved. 

(4) Basing computations on individual institutional expenses 
(Formula 3) would mean that institutions whose per student expendi- 
tures rose would be rewarded; those whose expenditures decreased 
'would not benefit as much. Critics asked: Is it fair or reasonable 
to penalize institutions that decreased their expenditures per student 
by being mere efficient? 



D. The Growth Difference in GNP Formula 



Proponents: Robert L. Farrell and Charles J. Andersen in 
Genera 1 Federal Support for Higher Education: 
An""AnFl ysis of Five Fo rmulas (Washington, D.C. : 
/Vmerican Council' on Education, 1968). 



Status: An infoTHial, nonlegi slative proposal. 

Purpose: To relieve current pressures on the operating 

budgets of instituti'^ns , prevent tuition increases, 
and lessen the strain on state tax structures. 



Majo r I-eatures : 

(1) Determines federal aid to institutions by periodically 
relating the growth of the Gross National Product (GNP) to the growth 
\n institutional expenditures for student education. 

(J) AUucates the dollar difference between the two kinds of 
growth to tlie public and private sector> according to the numher of 
degree'^ awarded h>' each. 

1.J4 
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(3) Then distribtttes the funds allocated to each sector to 
institutions on the basis of their enrollments. 

Lxaniple: In 1963 and 1964, the annual increase in GNP ranged 
from 5.8 to 9.2 percent, whereas ixjcreases in student education 
expenditures ranged from 12.8 to 17.4 percent in four-year colleges 
and universities. The Growth Difference Formula produces a hypo- 
thetical figure of what student education expenditures would have 
been had they grown at the same rate as the GNP. This hypothetical 
figure is subtracted from the actual growth difference between the 
GNP and student education expenditures. The resultant is the figure 
tliat the federal government would provide to all institutions. This 
figure is then divided among the public and private sectors and then 
distributed among institutions. 



So me Critiques : 

(1) This formula suffers from some of the same shortcomings 
as the Bowen model. For exajuple, low-cost and/or low-quality insti- 
tutions with expanding enrollments might bo benefited more than higli- 
cost and/or high-quality institutions with stable or decreasing enroll- 
ments . 



l; > (>anitation Grants for Institutions 



Proponents: Representatives lidith CSreen (Ore.) and Albert 
Quie (Minn.) introduced amendments to the 
Higher Fiducation Act of 1965, April 1971. 

Status: Rejected by the House-Senate Conference Committee, 

November 1972 . 



Purpose: To further suhsidi::e costs of education, not now 

met by student tuition and fees, while holding 
institutions accountable for high-quality perfor- 
mance . 



Maior I'eature^: 

n 

The Green rVncndment ^ offered two basic formulas for allocating 
federal funds for general institutional aid: 

;1) Two-tfurds of the authoriicd sum would be allocated on the 
basis of a general fonnula relating to full -time equivalency enroll- 
ments: SlOO per I'll, lower-division student; $ISO per I-TI. upper -d i v i s ion 
student; and $200 per graduate student. Institutions would aNo he 
entitled to :in avKiition:il for each ot' JiHl studeiitr^ arki aii avid i t i on.i I 

$JU0 tor eaoh of 100 additiv)nal student^ .wi tip- has;^ of thr total f u 1 1 - 
t Imo enrol i::;ent ef the in-titution. 
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(2) The remaining one rd of the authorized sum would be 
allocated on a cost-of -educa . basis, relating to the amount of 
federal student assistance that a given institution received. The 
Commissioner of f-ducation would be authorized to fund: (a) 38 per- 
cent of the aggregate of Hqual Opportunity Grtmts, Work-Study pay- 
ments, and loans to institutior- of 3,000 or more students; (b) 50, 
percent of the aggregate to institutions of less than 1,000; and 
(c) 46 percent of the aggregate to. institutions of more than 1,000 
but less than 5,000. 

According to the proponents, these fonnulas would foster 
diversity among institutions, benefit small colleges, particularly, 
and hold institutions accountable for a measure of high-quality 
performance. 

Some Cri tiques ; 

(1) Tying the definition of an institution's enrollments to 
credits presents significant problems. The Green Amendment states: 
"Determinations of enrollment. . . shall be made on the basis of 
credit earned by students at the institutions during the academic 
year ending during the fiscal year preceding the fiscal year for 
which determination is made." But some institutions award credit 
only for time spent in classes; others award credit for student 
proficiency as demonstrated by examination and/or for out-of-c lass- 
room performance. Under the bill, the Office of education would be 
faced with two difficult tasks--formulating a "substantially uniform" 
definition of "credit" and determining the number of credits that 
constitute full-time enrollment. Institutions might be discouraged 
from trying out new educational ventures--such as learning experiences 
outside the c lassroom--that would depart from a standard policy of 
determining credits. 

(2) Institutions might be tempted to expand the number of 
credits their students earn--by increasing workloads, lowering stand- 
ards of perfonnance, and shortening the time required to achieve 
credits. (Even some supporters of the Green provision criticized it 
from this point of view.) 

/3) This proposal might heighten the tension between faculty 
and administration, some «.ritics contended. Traditionally, the 
facalty--through department-^ and faeulty senates - -has set credit 
policies. The faculty might come under increased pressure from 
administrators to manipulate credits in order to make the institu- 
tion eligible for increase^l fedeial subsidies. Such tfiisiun-^ ct>uld 
l<- id to a system of "double lHH)kkeop i ng . " 
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II. 

LOANS TO STUDEN^rS 



Federal money to finance education may also be loaned directly 
to students « These funds may be loaned on the basis of need, merit, 
a combination of these tvo, or some other criterion. Repayment 
schedules may be scaled to encourage students in certain lines of 
after -graduate work, such as teaching in inner-city schools. Or 
they may be linked to the borrower's future earnings. 

The rationales behind this financing mechanism vary; some 
say students should bear the whole cost of education and they should 
be able to borrow money for such an investment; others say that 
tuition and fees are accelerating beyond the means of students to 
keep up and they therefore need aid; still others argue that aid to 
institutions does not necessarily filter down to students, so that 
providing loans makes the link more direct. 

A. Loans Based on Future Canungs 

Proponents: Milton Friedman, "The Role of Government in 
Public Education," Economics and Public 
Interest (New Brunswick, 1955). 

Status: An informal proposal. 

Pui-pose: To place the costs of education on ^hose who 

benefit . 

Major Features : 

(1) Proposes the development of a governmental plan whereby 
individuals could borrow to finance their education and, in return, 
agree to repay 1 percent of their entire eaniing careers per every 
$1,000 borrowed. (See Table 2 for a comparison with other plans.) 

(J) To cut down on administi^at i ve costs, repayment should be 
made through iiKome taxes to the Internal Revenue Service. 

{,^J Shifts the onus of debt on to the recipients, whom Friedman 
defines as the students, not the society. The social benefits arising 
from higher education "are always vague and general'*; no systematic 
attei'ipt iias ever been made to identify them in such a way as to permit 
eXH'n a tough estimate* of their quantitative importance. Until the claim 
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of social benefits is substantiated, "the demand for subsidy in the 
publio iyiUireet should be regarded as special pleading, pure and 
simple." Since special pleading by itself is unlikely to lead to 
appropriate government policy to serve national goals, the full cost 
of higher education should be shifted to individual recipients. 

Friedman justified his proposal as follows: "Provided this 
proposal was the only way in which government financed vocational 
or professional training, and provided the calculated earnings 
reflected all returns and costs, the free choice of individuals 
would tend to produce the optimum amount of investment." /• 

Some Critiques ; 

(1) Many economists have argued that several categories of 
social benefits result from higher education: knowledge; economic 
growth through increased productivity; desirable political, social, 
and economic behaviors; geographic, social, and economic mobility; 
and inter-gcr.^rational benefits. These benefits, they argue, constitute 
possible grounds for goveniment subsidization. (See David S. Muridel , 
"Federal Aid to Higher E-ducation: An Analysis of Federal Subsidies to 
Undergraduate Hducation," The Economics of Federal Subsidy Programs; 
A Compendium of Papers Submitted, to the Joint Economic Committee , 
Part 4 (Washington, D.C.; Government Pjfinting Office, 1972). 

B. Loans Financed by Private Finance Corporations 

Proponents: William Vickery, "A Proposal for Student Loans/' 

in Selma Muslikin, ed,, Economics of Higher tid uca- 
tion (Washington, D.C, 1962), 

Status: An infonnal proposal. 

Purpose; To perfect the market for investment in human 

capital in order to increase both the total flow 
of funds and the efficient use of resources in 
higher education. 

M ajor Features : 

(1) f-stablishes a loan program tor education to be capitalized 
through private *'educat ional finance corporations'* paying dividends on 
those earnings attributable to the education received (i.e. the invest- 
ment madej. 

[2) Applies repayments only to income in excess of wii.it the 
borrower—on the basis of individual **risk rat in^V*- -could ho expected 
to earn it* he or she were to terminate education at the point att<iined 
when the loan was granted. 
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(3) Assigns higher "ratings" to those who might reasoniibly 
experi: high income due to ability, achievement, motivation, and 
career goals. Then, exempts from the repayment rate a considerable 
portion of the later earnings of those with highest ratings. 

(4) Sets up a progressive schedule of payments, ranging from 
O.S percent ($1,000 borrowed) on the first $1,000 of non-exempt 
income to 1.5 percent (per $1,000 borrowed) on all income in excess 
of $2,000 above the exempted earnings. 

Some Critiques : 

(1) The criteria for being assigned a high rating (beii.g 
accepted as a "good risk") are income and ability. 

(2) Vickeiy did not endorse a national model of his plan, 
fearing that the federal government might incur an open-ended obliga- 
tion to recover all losses that might result from lower- than-projected 
earnings. See D. Bruce Johnstone, New Patterns for College Lending: 
Income Contingent Loans (New York: Columbia University Press, 1972), 
p. 55. 

(3) The levels of income at which borrowers would be eligible 
for some forgiveness of debt would 'spend on the number of low-earning 
borrowers and the resources available for debt forgiveness in a parti- 
cular year. In this way, the government would give some protection 

to the low earner but would avoid the open-ended obligation implied 
in a contractual percent -c f -income repayment ceiling. The Vickery 
plan resembles a profit sharing plan that promises to return a certain 
percent of gross receipts each year to the poorest participants. If 
the plan had been firmly committed to a policy of forgiving payments 
in excess of some stipulated percentage of income, it would have recom- 
mended the fixed-schedule income contingent model. (See Johnstone, 
.New Patterns. ) 



C. Loans Administered by an Educational Opportunity Bank 



Proponents: The Panel on Educational Innovation, chaired 
by Professor Jerold Zacharias of the Massachu- 
setts Institute of Technology. Sent to the 
U.S. Commissioner of Education, the Director 
of the National Science Foundation, and the 
Special Assistant to the President for Science 
and Technology, 1967. 

Status: Awaiting action by the U.S. Conunissioner of 

Educat ion . 
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Purpose : 



To increase the total financial resources 
available for undergraduate education; increase 
the freedom of individual institutions to set 
their own priorities; increase the viability 
of private institutions of higher learning; 
increase the number of students from low-income 
families attending colleges; reduce demands by 
middle-income parents tlial expenditures on 
their children's higher education be made tax 
deductible; and reduce the disparities in j 
opportunity between rich and poor states. 



Major I'eatures : 

(1) Establishes the Education Opportunity Bank (Ed Op Bank) 
as an agency of the federal government to lend students sufficient 
money to cover tuition, room, board, and subsistence costs at what- 
ever institutions to which he or she was admitted. The funds to be 
administered by this bank would bo paid by the loan repayments of 
successful borrowers. 

(2) Collects through income taxes a repayment rate of 1 per- 
cent of annual income for 30 years for every $3,000 borrowed. 

(3) Allows students to "buy out" at a rate slightly in excess 
of the most favorable conventional loan rates. 

(4) Loans would not discriminate among recipients on the basis 
of income. This proposal, proponents say, would increase the access 
of students in higher education, and it would free funds from private 
foundations for use for innovation, improvement, and research. It 
would also shift the costs of higher education to students, while 
serving as "a device for enabling students to sell participation shares 
in their future incomes." 

Some Cri t ic^u es : 

(I) Two interest groups from the public postsecondary education 
sector-"thc National Association of State Universities and Land-Grant 
Colleges, and the American Association of State Colleges and Universities- 
criticized the Zacharias plan for dropping direct support to institutions 
and shifting to a market -oriented delivery system to students. Sec 
**Joint Statement in Opposition to the Lducational Opportunity Bank/' 
The Chronicle ot Higher r.ducation (September 13, 190"). 
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Loans through a National Study ;t Loan Bankj Flexible Forgiveness 



Provision 



Proponents: Alice M. Rivlin in Toward a Long-Range Plan for 
Federal Financial Support for Higher Education 
(Washington^ D.C.: Brookings Institution^ 1969). 

Status: Reconunended to the President* 

Purpose: To provide a form of insurance against the 

prospects of low earnings; to provide some long- 
range objectives for federal funds to promote 
equality of opportunity and strengthen graduate 
education and research. 

Major Features : 

(1) Lstablishes a National Student Loan Bank as an agency of 
the federal governjnent to provide long-term loans with provisions 
for limited income-contingent debt forgiveness. 

(2) Prepares a variety of fixed schedules for loan repayments 
allowing up to 30 years and spreading payments over time either in 
equal or in graduated installments. 



(3) Protects low earners through federal forgiveness of debt 
in a kind of insurance, ''risk-pooling." The level of income at which 
borrowers would be eligible for some forgiveness of debt would depend 
on the number of low-earning borrowers and resources available for 
debt forgiveness that year. Each year, however, some portion of the 
payments due would be bonie entirely by the federal government. 

(4) Makes the forgiveness provision flexible, depending upon 
factors in a given year rather than a part of the terms of the loan. 
The National Student Loan Bank each year would set a minimum income 
level and/or maximum percentages of income for debt payment on which 
between 5 and 10 percent of the aggregate repayments due that year 
would be forgiven. 
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Some Critiques : 

(0 The Rivlin proposal for a National Student Loan Bank, some 
warn, only provides long-ann loans with provisions for debt forgive- 
ness. 

(2) A critic like D. Bruce Johnstone, a strong advocate for 
income contingent loan plans, argues that the Rivlin plan does not 
really offer an income contingent loan, for it has "strings attached/* 
It is actually somewhat similar to a profit sharing plan that promises 
to return a certain percentage of tlie gross receipts each year to 
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participants. The problem is, however, that low-earning participants 
would have to pay the same percentage as well. %See D. Bruce ^ Johnstone, 
New Patterns for College Lending (Columbia Uni^'crsity Press, U972), 
p, 76. 

(3) Others say that Rivlin's unwillingness to endorse a national 
income contingent plan was based on a feax" of an open-ended obligation 
of the part of the federal government for the recovery of all losses 
duo to lower-than-projected earnings of borrowers. 



h. Loans through a National Student Loan Bank 



Proponents: The Carnegie Commission on Higher Education, 
Quality and Equality: A New Level of Federal 
Responsibility for Higher liducation (McGraw- 
Hill, 1970). 

Status: The Carnegie Commission still strongly 

supports its recommendation. 

Purpose: To provide equality of opportunity and equality 

of education. 



* ^^^o r I'e a t ure s : 

(1) list blishcs a National Student Loan Bank to extend income 
rit indent loans up to $6,000 for four years of undergraduate study 
a\A AW additional $10,000 for graduate studies. 

12) Students would repay at a rate of at least 0.75 percent 
\ V M »0OU borrowed (a) until they had repaid their loans at a rate 
. I. irjtcrvst to cover the costs of borrowing, administration, and 

'.t.ility insurance (probably 7 percent); or, (b) until they had repaid 

Ine balance outstanding after 30 years of repayment would 
* t.M>^i ven, In addition, interest charges for borrowers from low- 
:. ':u r'.i!M!i(^s would be forgiven during enrollment rather than accioiing. 

• n bircct federal appropriations would cover losses result- 
• »; ? ! s!;: the forgivcnoss of interest for low-income students as well as 
i^w year debt forgiveness feature. 



•• Kill : 

li W. flartman points out that in an era of general capital 

a!M price inflatiun, lenders generally would be unwillin}^ to 
"\* Uvi.: tor.Ti funds for loans. Thus, at such a time, all loan plans 
' t' it i ill -.advantage , although an income contingent loan plan like 
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Carnegie's wuuld^t? much better off than the conventional fixed 
interest loans. For an expansion of this and other critiques listed 
here, see R. K. Hartman, Credi t for College (New York: McGraw-Hill, 
1971), pp, 74-79. ^ " 

(2) In general, economists are in favor of some form of income 
contingent loan, while bankers and college officials are often opposed. 
Hartman observes that the degree of commitment to income contingent 
repa>inents is related to how strongly one believes that "investment 
strategy" is a criterion for one's deciding to attend college. 

(3) Some strongly argue that any income contingent loan plan 
unquestionably discriminates against women, for they could not afford 
repayment if they chose to remain in the home. 

F, I nc ome Contingency L oans 

Proponents: Yale University, The Yale Tuition Postponement 
Option, 1972-73, Tuition Postponement Office, 
New Haven , Conn . 

Status : Implemented. 

l^uq^ose: 'lo generate additional revenue from increas^ed 

tuitions and fees without increasing student 
aid and without placing unmanageable burdens 
either on the current income of the students' 
families or on the students' own future income. 

Majjj r i e atu res : 

(1) Yale's Tuition [Postponement Option allows stutlents to defer 
froin SSUO to $1,1S0 of tuition and room and board fees in 1972-73. 
Students selecting this opt ivui are obligated to repay Yale 0.4 percent 
uf their annuiil adjusted gross income ffor every $1,000 deferrec'j over 
:i period not to exceed years. 

'J; Havh bori'eJ-vNL-r L-ecoinrs a 'lieniber of a rep:i\-:nent gi'oup (generally 
,Kv. luJin/. all tiur>e who initiate repayments in a given year]. 

'V' \ bor'£-uvsc-!- will make a minimum payment of $,.9 per $1,000 
^oMu^ed, -utticient to discharj^e the principal aifiount deferred over 
^f» ve.irr. . A borrower's obligation will terminate at any point when 
eitljer J i ) his ui^ hci accumulated repavTients equal 150 percent of the 
le.in plw- a (Teak -even t'lnance char^^t^ based on Yale's borrowin^^ and 
I !;• I n 1 V t : .it i \ e he or >he h.as paid cit least the principal; or 

',.[*':.[:'■ }i '.^7^ vk- ii i- reached ■'rthiehe\er coiiics -soonest. 
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•i.f ll.u;. it I ■- exf^i.'^ t r-d , will reqn i ra* 

• t 1 1 • ' •le. r Thf ♦'•it-Mn pt^ . : p.* >Tu-.ent option. 
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Some Critiques : 

(1) Although the Yale Plan demonstrates the legal and technical 
feasibility of income contingent lending, two questions remain: (a) 
what ari the long run costs of administering such a program; that is, 
6f monitoring the borrowers • incomes and payments; and (b) is the plan 
viable; that is, will incomes and payments rise as projected? 

(2) The relative cost of implementing an income contingent plan 
at the federal level would depend upon the government's willingness 
(a) to make guarantees and to expend funds on any plan that features 
payment periods of more than 10 years; (b) to accept interest charges 
to some borrowers of over 7 percent; and (c) to agree to income contin- 
gent contracts . 



III. 

GRANTS TO STUDENTS 



Usually, the argument about grants to students centers on the 
question: why should higher education be publicly subsidized? Economists 
argue that society wants to encourage young people of all income groups 
to attend some postsecondary educational institution: (1) to reap 
certain social benefits from higher education; (2) to widen job oppor- 
tunities; and (3) to redistribute income. Lowering price (tuition) 
for education is one way to achieve these objectives. 

But the problem of encouraging attendance is more complicated, 
because there are income disparities aitiong the users of higher education* 
For well-to-do people, consumption of higher education will not be 
increased by public subsidy. Besides, they will get by with lower 
tuitions (at public expense) where low-income groups cannot. 

To take income disparities into account, some have proposed a 
combination of charging full-cost ;uition (in place of lower public 
tuition now available because of public subsidies) and providing grants 
to students based on income. Some have argued that this approach is 
the only justified rationale for public subsidy, and it will achieve 
the same social objectives as current subsidies. 
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Graduated Grants Based on Income 



Proponents : 



W. Lee Hansen and Burton Weisbrod, Bene f its, 
Costs, and Finances of Public Higher Education 
(Chicago, 1969). The authors were conunissionod 
by the Joint Committee on Higher Education in 
California. 



Status: 



Submitted to the California State Legislature, 
1970. 



Purpose : 



To find more equitable systems for financing 
public higher education, because current systems 
favor high-income groups. 



Major Features : 



(1) Replaces the system of state grants to public institutions, 
with a system of grants made directly to students. In this way, insti- 
tutions would obtain their operating revenue by charging students the 
full cost of college instruction. Further, by placing money in the 
hands of students, a greater range of student choice will be available. 
And by permitting competition among institutions, the authors claim, 
institutional efficiency will be promoted. 

(2) Bases the grants to students on the ability of students and 
parents to pay for the cost of higher education. The poorer the family, 
the larger their education grant will be. Low- income students would 
thus receive more financial aid than they do under the present system, 
where students from wealthier families do not pay the full cost of their 
instruction. The tax burden for higher education would actually decrease 
under this plan> the authors claim. 

(3) In their study of financing systems in California, Hansen and 
Weisbrod found that the largest subsidy went to those institutions with 
the highest median family income. This fact, coupled with the current 
method of financing California's public higher education ''leads to a 
sizeable redistribution of income from lower to higher incomes/' the 
authors conclude. In arriving at these findings about the redistr ibutive 
effects > the authors compared the state subsidies granted to junior colleges, 
state colleges, and state universities with the median income of the families 
of students at the three types of institutions. 

Some Cr i t iqiies * 



{!) If one compares the distribution of different income-leveJ 
families at the three t>^)es of public institutions (rather than comparing 
the median income levels » as Hansen and Weisbrod did), one comes up v»ith 
different findings. .J. A. Pechman did just that, finding: "The taxes 
actually paid in the lowest income classes. . . . are smiiller than the 
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benefits received by families in these same classes.*' Pechman claims, 
contrary to the Hansen -Wcisbrod thesis, that the current system of 
public grants to higher education does not favor the wealthy. See 
Joseph Pechman, •The Distributional liffects of Public Higher Education 
in California, Journal of Human Resources (Summer 1970). 

(2) Another researcher, Ira Sharkansky, argues that California's 
state and local tax system is not at fault, A recent change in the 
California state income tax increased the overall progressiveness of 
the state tax system. Data from the Census Bureau show that^the state 
government provided 71 percent of the state and local expenditures for 
higher education in 1967-68. By this reasoning, Sharkansky argues, 
the costs of California's public higher education were borne by a 
wealthier group than the Hansen-Weisbrod thesis claimed. 



IV. 

TAX CRI-DIT PROPOSALS 

In addition to the direct methods of federal-level financing for 
postsecondary education, like aid lo institutions and/or to students, 
there are indirect methods, like taxation. One such indirect method 
is the tax credit. Tax relief through tax credits for postsecondary 
education come in the form of deductions for college expenses or addi- 
tional exemptions for students and their families. The rationale for 
tax credit seems to be that tax allowances offer federal aid to post- 
secondary education without strings. Tax credits, proponents -.say , do 
not limit students to specific institutions or behavior once enrolled. 
Another rationale is to increase the individual user^s support for 
postsecondary education. fSec Paper 5 for a fuller account.) 

A score of tax credit bills were introduced in Congress in tht- 
1950s and lyoOs. None hab yvt passed both houses of C-Ongress. 

il' ^'^^^^duat ed Tjix^ C reJ i t P I an 

Proponent ^: Senator^ Abraham Rihicoff [C!onn.) and lUner 
lu>niiniek fi.'olo. ) int reduced legislat ion in 
the i^Oth (.'on^rt^ss (19()9); cosponsored by 
>onator< Kenneth Keating (N.Y.J, Barry (iold- 
1 1 ri 5 At' i ; M » and Hubor t Huiiipbrf v (Mi nn . ) 
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Status: PeiuiinK Senate Finance Committee action; no 

subsequent action has been taken since 90th 
Congress • 

,,t^. Purpose: To enable a student *s faniily to use its pre- 

' tax earnings to pay for a college education — 

with the additional aims of reducing the burden 
0* a tuition gap, equalizing t^ix benefits, and 
freeing more scholarships for needy students. 

Major Features: 

(1) The plan peimits taxpayers who pay for tuition, fees, books, 
and supplies for a student at an institution of higher iearning--whether 
the funder be the student or parents or benefactors- -to be eligible for 
a tax credit of 75 percent of the first $200; 25 percent of the next 
$300, and 10 percent of the next $1,000. Thus, a credit of $175 would 
be allowed for expenses of $1,500 (25 percentj. The tax credit starts 
tapering off from an income of $25,000 and then vanishes at $57,500. 

(2) 62 percent of the credits would accrue to beneficiaries with 
an income between $3,000 and $10,000; 91 percent to persons whose income 
is under $20,000. 

(3) The Treasury Department estimated in 1969 that the cost of 
the Ribicoff -Dominick Plan would initially be $750 million a year, 
gradually rising to $1.3 billion. 

Some Critiques : 

(1) The Johnson Administration opposed tax credits on the grounds 
that they would reduce federal revenues and would likely boost the federal 
def ic L t . 

(2) Others have declared tuition tax credits unfair because persons 
who have incomes too low to warrant paying income tax receive no benefit. 
Tax credits would only bpnefit the rich or the middle-income people. See 
Roger A. Freeman, Crisis in College Finance (W/islii ngton , IKc!., 19^5) for 
an extensive argument based on this premise. 

(3) Some have claimed that tuition tax credits would be unt\'iir to 
those who do not go on to college. 

(4j Tax credits, others argue, would not* enable the national 
government to increase its influence on tiie po!i:.ies and practices of 
institutions ol' higher educaticMi. On the other hand, more direct 
federal grants-in-aid to institutions, they add, would significantly 
strengthen the supervision arul contrc^l ttiat the federal guvernr;ent 
already exei^'i^es tfi rough Sf^iie exi'^T niii F i r».tnc i n^^. pro^ir.t:*^ ' . 
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B. Across-the-BuarU Tux CreUit Plan » 



•Proponents: 



John A, Howard, President, Rockford College, 
Rockford, Illinois, in "Statement on Tax Credit 
Plans,** in Priorities in Higher HduCation: Report 
of the President's Task Force on Higher Hducation 
(Washington, D.C., 1970). 



Status : 



Submitted to the President's Task Force on Higher 
Education in 1970; no legislative action followed. 



Purpose: 



To offer an alternative to the current uneven 
distribution of federal funds for higher education, 
while costs for administering federal grants 
increase • 



Maj or Features : 

(1) Provides tax credits to individual citizens for gifts they 
make to colleges and universities, 

(2) Each college could use all revenue from tax credits according 
to its own judgment of the priorities of its current needs. This method 
of finance would protect the diversity and autonomy of educational insti- 
tutions- The .mall college would greatly benefit, 

(3) With this technique of financing, there is almost no overhead 
cost to the government or the college. The taxpayer receives a receipt 
for his $100 gift to the college, and that receipt is attached to his 
tax fom. No costly bureaucracy is required to administer all the grant 
programs, and family members would not be burdened with applying for and 
accounting for their funds as they must now do in the case of federal 



(4) Tax credit gifts would tend to be greatest in the population 
centers, proponents say, (^itizens would be inclined to support local 
institutions, if for no other reason than to keep the funds in the local 
economy. They would encourage the development of new institutions, public 
and private, in population centers. 

(5} The colleges serving a high percentage of disadvantagt'd students 
\>ould have an opportunity to get a larger than average share of the gift 
tax credit revenues. 

(()) 'Yhc churv'h- >t at e {w-oblem would be avoided, (Sifts to a cfuirch- 
related college qu-ilify for tax exeinptions just as gifts to public or 
pr i vat e col 1 egr s do . 



grants , 
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Some Critiques ; 

All of the criticisms indicated here are in James I-letcher, 
"Conunents," in Priorities in Higher Hducatdon: The Report of the 
President's Task Force on Higher t-ducation (August 1970), pp. 23-25. 

(1) The proposal, which emphasizes a reduction of the amount 
of direct project grants to, higher education, would neglect support 
mechanisms for particular national needs. 

(2) It is not wise to put the responsibility for a large 
fraction of the federal appropriations in the hands of a vei-y large 
number of people who may or may not be infonned or concerned about 
higher education. 

(3) In the long run, this proposal only represents the interest 
of the upper class groups. 
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Paper 5 



TAX ALLOWANCE PROPOSALS 

FOR FINANCING \ 
POSTSECONDARY EDUCATION 



Giver the ever increasing financial burdens being placed upon 
individuals and iftstitutions of postsecondary education, education 
policy makers ?ire considering a variety of means for allocating 
federal monies. One traditional method of federally financing post- 
secondary education, especially the public sector, has been the 
direct expenditure of funds through the following mechanisms: 

--Categorical aid (fui)ds provided through grants, contracts, 
and loans in support of a specific project or goal as 
designated by the granting agency) ; 

--Aid to students (grants and loans directed to students or 
through institutions to students to cover all or part of 
their educational expenses) ; 

--Grants to institutions (funds provided to institutions 
for broad or undesignated purposes) ; and 

--Revenue sharing (the return to states of certain tax monies 
collected by the federal government). 

A second method has been an indirect form of expenditures 
through the following mechanisms: 

--Tax deductions for individual and corporate contributions 
to postsecondary institutions; and 

--Tax exempt status for the property, income, and capital 
gains taxes of postsecondary education institutions. 

Through these mechanisms in 1972, some $8.1 billion of direct 
federal expenditure and an unknown amount of foregone taxes on exempt 
income were allocated to the postsecondary education community. liven 
with this assistance, the financial burden upon postsecondary educa- 
tion institutions and their students keeps rising.^ In response, 
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^See Chapter 5., Financing Postsecondary liducation in the United 
States (Government Printing Office, December 1973). 
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Congress has boon exploring new means of financing post secondary 
educat^ion, especially several new, indirect financing mechanisms 
that provide tax allowances for personal costs of education. In 
1973 alone, some 50 bills proposing tax allowances to finance post- 
secondaiy education were introduced in Congress. They took these 
two general forms: 

--Tax credits (a deduction from taxes owed by students or 
their families for educational expenses incurred during 
the year) ; and 

--Tax deductions (a deduction from a ta^pai3-p*8 inaome^ in 
the amount equal to the value of,- for example, a gift, a 
loss, or an expense incurred in connection with post- 
secondary education) . 

All of the proposed tax al lowances--establ ishing a new flow 
of funds either to institutions or to individuals--would be imple- 
menteu through the Internal Revenue Service and would therefore 
become a part of the graduated tax structure. What this feature 
means, however, is that many, but not all of the tax allowance 
proposals being considered in Congress benefit only those who pay 
taxes; those too poor to pay taxes would not benefit from these 
methods of financing postsecondary education. 

The two basic forms of tax allowances are credits ;ind deductions. 
As Table 1 illustrates, of the legislation proposing the indirect 
financing of postsecondary education, tax credits have been introduced 
more often than tax deductions. The reason may be that tax credits 
give the same do 1 lar-for-dol lar benefit to high-income as low-income 
taxpayers, because an amount is deducted from the taxes owed rather 
than from the taxpayer's income. Tax deductions, on the other hand, 
vary in value in relation to the taxpayer's income, giving greater 
relief (and subsidy) to the high- income rather than low-income tax- 
payers.- Another reason, and possibly more important for practical 

"A simplified ex^unple of such hidden subsidies is the effect of the 
federal government's allowable deduction for charity. An individual m 
the 14 percent tax bracket who gives $100 to charity saves $14 on his 
or her ta^xes ; an individual in the 50 percent tax bracket giving the 
s;unc amount saves S50 in income taxes. The government thus contributes 
S30 <in lost revenue). A gift by an individual in the 14 percent 
tax bracket is subsidized, in this example, only $14 with the donor 
Q contributing $rfb out qf ^^^°^p|6 |77 



Table! : Classification of Tax Allowances 

Introduced in the 93d Congress (1973) 



Tax Allowances 



Institutions 
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Exempt Status Contributions to 

Institutions 



Educational 
Expenses 



Contributions to trust 
funds established 
for educational 
expenses of dependents 



I 



IRS 

Section 
501 Cc) (3) 



Credit Deduction Credit Deduction 



H.R.173 
H.R.286 
H.R.7286 
H.R.9872 



§ 

•H in 
*■> -« 

(d 

ft .H 

V) fiO 
•i-t 
Ofi 

o 

1.4 



8.18 

8.215 

8.468 

S.772 

H.R.171 

H.R.286 

H.R.442 

H.R.787 

H.R.1048 

H.R.1229 

H.R.1396 

H.R.1446 

H.R.1804 

H.R.1980 

H.R.2074 

H.R.2088 

H.R.2725 

H.R.4501 

H.R.4518 

H.R.6311 

H.R.7525 

H.R.7708 

H.R.7894 

H.R.8367 

H.R.8328 

H.R.8784 

H.R.9318 

H.R.9870 

H.R.9872 



S.1209 

H.R.54 

H.R.202 

H.R.400 

H.R.434 

H.R.814 

H.R.865 

H.R.1278 

H.R.1614 

H.R.3229 

H.R.3301 

H.R.7428 

H.R. 11596 



I 



Deduction 
H.R. 5 
H.R. 866 
H.R. 1519 
H.R. 2869 
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implementation, is that tax deduction models are inherently more 
complex than tax credit models, thus making implementation more 
difficult. 

I. 

SOMH TAX ALLOWANCIi POLICY ISSUES 



It i 5 the purpose of this paper to explore the various federal 
tax allowances for postsecondary education proposed in 1973 and to 
estimate the benefits and costs of each. But first, a brief inspection 
of the issues revolving around, these indirect mechanisms for financing 
postsecondary education will est,abUsh a context for the analyses pre- 
sented later in this paper. 

_^n'.'-'"»"'"t for Investment in Human Capita l 

A basic, widely-held principle of taxation is that the costs of 
producing income should be excluded from taxable income. But there 
IS, of course, disagreement about which expenditures are costs of 
producing income. Are po.^ secondary education expenses, for instance, 
a kind of cost of producing income and therefore deductible from 
taxable income? The federal government has so far answered in the 
iH.'g;it i vc . 

Hit a j;ood case can be made for accepting postsecondary educa- 
tion expenses as a legitimate tax deduction. Currently, investments 
\\\ physical capital are deductible. Why not, then, allow deductions 
• ■r invt;<tments in human capital? When a taxpayer purchases equip- 
.'It or ;e:il property with a limited useful life for business use 
r :.T \\w production of income, the investment cost is depreciated 
i;;;: ..'-..irticd off against income. The gross income is reduced by the 

! lU'v'. v.osts of the equipment; no tax is imposed on tlie inverted 
:^imilarly, nins the argument, an investment in education, 
,uU-il an investment in human capital, shouKi l-e an allouahie 
:. : ,f ^,-ailly bring? iiK-reasi.'d income for tlu- person''- entin- 

.1 .leduction on physical capital, it -luniM W J.-preri ih 
1 iisoful life in i iiconie -proviur i n/. ti.it;.. !\ 
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deduction could be computed, for instance, by capitalizing the tax- 
payer's uducational expenditures and depreciating them over the 
useful life of the original education,) 

Purchasing a college education, however, not only involves 
an investment in human capital but also a kind of personal comsump- 
tion. Some argue that the consumption portion should be isolated 
from the cost of producing income portion of postsecondary educa- 
tion expenses. Then, the consumption portion would hot be tax 
deductible. But the line between the two is certainly unclear. 
By analogy, if a person goes to ski school and subsequently becomes 
a ski instructor, presumably his or her expenses could reasonably 
be attributed to the cost of producing income; on the other hand, 
if an individual did not become an instructor, then the cost might 
be entirely consumption. 

Following the premise of an education deduction for the costs 
of producing income in another direction, one next must argue that 
students, not their parents, may deduct expenditures for postsecondary 
education from their taxable income. If the government decides that 
p;;rents undergo a hardship in putting dependents through higher 
education, then it might fund parents directly, not through tax (or 
income criteria. 

lixampies of some recent deductions for investments in human 
Cvipital include these kinds of proposals: 



-Allovung a student to capitalize education expenses 
and amortize them through annual deductions over the 
useful lite of the education...; 

•Het'erral of incon\e tax otherwise due during the years as 
a ^luden t ; 

•An uutrigtit cash scfiolarship of up to $1,200 reduced by 
thv amount of incoino tax paid by [students or ti\eit families] 
tor X}w pn (>r years ; 

iovL^rnmci\t loans to students to be repaid by means of a 
{irta.x wn their laconies during later years; 

I'tT-MttiUK ' .leductihle contributions 'ver a period of 

;* } c V M i 1 r*^ t o a t nis t fund and t ax i ag on ly the pr inc i pal 
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upon termination or withdrawal, effectively postponing 
the tax and allowing interest to accumulate tax free.^ 

The Question of Tax Policy Affecting Choices between 
Public and Private Institutions 

SoTie students seek a private education, even though their 
parents have paid taxes to support the public education system. 
As voluntary Qiirollees, should students in private institutions 
be awarded a tax allowance for their tuition? Without an income 
tax allowance, some argue, families whjse children attend high- 
tuition private colleges and universities are discriminated against 
by the tax system. Students at low-tuition state schools receive 
untaxed "scholarships" in the form of discounts on the price (tuition) 
charged for their education. In addition, the earnings necessary to 
pay private school tuitions are included in the family's taxable 
income, which is not true of the earnings of those paying the exten- 
sive subsidy for an education provided to public institutions. As 
the argument continues, a deduction would tend to equalize the tax 
treatmeni of all concerned and would thus be analogous to deductions 
now allowed for extraordinary medical expenses, casualty losses, or 
charitable contributions. 

A r o Indirect Hxp enJitures for Private Institut ions Cons t itutional? 

Of the privat'^ post secondary education institutions standing 
to benefit from indirect expenditures for post seconda ry education, 
bO })ercent are sectarian. I.oomini^ over each of these legislative 
proposa 1 s- -Kiien and if one of them should become public Iaw--are 
the 1st and 14th Amendments to the Constitution, v.hich, if read 
together, prohibit federal, state, and local governments from 
making any law "respecting the establishment of religion." liie 
Supreme Court has held for matiy years that the term "respecting" 
broadens the scope of the .•'unendment s to prohibit certain kiiuls 
■jf ,itd to sectarian i nst i tul i on- . 1" tb.i-i vl.iy , wbrtbcr firian ii:;-'. 

•"■Kich -J i. l'es!:u)iij , IJi^hj^r^ 1 ^.liuat and Me-t i vat.','. ; ; i ; i i,^; 

• rta'-:: i ru'.l on , i'.C.: Amelia, an C.uuin i 1 or. 1 .luv •■i-m, I'K^"!, p. PC 



education throiu'li dirovt or indirect tnethods, state and fedora! 
governments have taken the stance that providing funds to cb'nch- 
controllGd inji-it-ht.' ..>L^ is illegal; but providing funds \:o iStudcKte 
to attend tJie postsecondary education institution of their choice, 
even if that choice is clmrch-related, is acceptalUe. 

Until recently, what sectarian aid was disallowed throu^jh 
direct expenditure nicfhaii i snr. was often assumed to be constitutional 
if (2livered through the indirect mechanisms. As John R. Kirkwood 
sujnnar i zed i n lax Inc entives for Hij jhcr i. ducat ion in Massacjuisett s : 

After tlie Supreme Court had invalidated Rhode Island 
and Pennsylvania schena-s of direct aid to nonpublic 
elementary and secondary schools in :,. ''/.*. v. /.'.</•: ;;'v^>: 
[405 U.y. oo: fl^.)"i)], Nyw ^ork enacted a tax credit 
plan to accomplish the same result [Sec i , 

r-i.\r: .>: V. 413 U.S. 75o (1973)].' 

Similarly, after a District Court had struck down an 
Ohio direct aid bill [;■/ .■".m.; v. v, 343 F. Supp. 
3D9 (S. D. Ohio I'j/:)], the Ohio Icgislatare rospondt-J 
with a tax credit arrangement (Si!e ;^ v. ',1 . r". l> 
3:).> i-, Supp. 'Ml (S. n. Ohio 1D7J)I.'' 

!:ecen: ■ oiirt div i ■. . i)ri>-. nu pruiiar)- and secundar>- sc.houl ! i iiaiu - 
M'.p. however, rai .e niajoi que ,r ions about the cons t i t ut i oiia 1 i f y ot' 
so;-,e proposed ton;!- ot' mdirrctJy financing pos t securivia ry eduvMt ; on . 
I n •• ■ ■ • •■ • ■ . . ■ ■ . • 



, t!i(- Coiii't hi'li 



'■■I'-'f ' ' vii:; .r 1 t .it I )[m1 d 1 ft'i.-i'i ;. -f bct'.sc'-n ta.v 

• ' • ' - aiiii .1 j If. t a 1 -i ' .V . .■ . 
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--Aid to church -control led** institutions is not constitutional, 
for it serves to entangle the goverment with religion {Nijauist) . 

--Aid to church-related^ postsecondary education institutions 
is constitutional: if the institution does not restrict 
admissions to students with a certain religious affiliation; 
if students are not required to attend religious services; 
if faculty members are not required to be of a certain 
religious affiliation, etc. Also, a distinction can be 
made between students at the elementary or secondary school 
level and those at institutions of higher learning: college 
students are less likely to succumb to sectarian influence, 
and academic freedom serves to protect courses from undue 
influence (Til ton) . 

--The nature of aid to secular institutions may be limited 
to such items as books, buses, and nonreligious buildings 
rather than teachers, direct dollar grants, or other forms 
that would require excessive federal monitoring to avoid 
governmental entanglements with religion {Lemon v. Kurtzman 
and niton) P 

The optimistic assessment of the future of indirect forms of financing 
education, expressed in 1972 by iVesidenl Nixon's educational advisor, 
may now be but a dream: "The only method of aiding students, and in- 
directly institutions, that is completely ^ufe from const i tut i onal 
challenge 's t;ix credits," 



^Schools restricting cidmissions to one- rciiKious denomination, re- 
quiring students to attend religious services, requiring religious 
courses of a single faith, hiring faculty of one faith, and/or attempt- 
ing to proselytize or indoctrinate students. 

^Religious slU-.-uI^ Kit'.o.jt thr i- Tri.ti.)ns found in cluii-ch-c^)nt rol led 
schools . 

' \\\ in lusi'.'c .Hi .her.- (•..); a- th.- >.! Hill, the Feder:"'. Guaranteed 
:tudcnt l.u.in l-'Ogi .1, and the .• uitah;r '.eduction m the federal income 
fix: p, sv I,t e I oart tfst i- i )r.s t i r ■ r i i;iia 1 i t y based on the Court's find- 
;,;g HI ' ■ 'Ji.i' ii ' 'It 'I'-ne ri t 1 Mj; ••liijiou^ colleges excessively 
■•i,t .inj,; 1 tl'.f g(;vcrni:;' wiHi ■ i ^. ■ -w . 

^ :: I rc-'M- in, '!• u ' .1 1 \ ■ • 1 stari.f ' > ■■^l.t.'i i.dn-.. at i Through Income Tay. 
■ rec 1 1 s ,'■ i( :he I conomu !iL ' "ii.'-"'^ 'uj- • i a^y_ i ro^rams , I' art 4, Higher 
;du.a;t_ion ii.dJ'aa^oV^r/ 'foi ;if "■' ,,,7 i . T o:' .i t , '^M Congress, :d Sessioi., 




Direct v. Ijljix^ct Hxp^ ^^^^^ 

The premise underlying the widely-accepted notion that it is 
constitutional to provide aid to sectarian institutions through 
indirect financing mechanisms is weak. Many economists argue that, 
considering the benefits received, there is really no difference 
between direct government expenditures on postsecondary education 
and indirect government expendii"\res through tax allowances of one 
sort or another. The Constitute . they reason, should apply in 
both instances. As Brookings ecoi '^ist Henry Aaron put it: 

If you name me a deduction, I can give you a matching 
grant or a credit; it will not take any fancy computer to 
calculate an equivalent foimula or a genius to understand 
it. In some cases, deductions may he simpler; in others, 
credits or matching grants, but you name the distribution 
you want and I can give it to you through any one of the 
three devices. For this reason, it really suiT)asses my 
understanding as an economist how the lawyers and courts 
in general can sustain distinctions aJnong these various 
tax devices, calling some constitutional and others un- 
const itut ional 

(liven the choice l>etween direct and indirect financing mechanisms, 
even the IRS has argued for direct expenditures. Only when the expendi- 
tures are direct does the federal government know the triiC costs of the 
fin^incing mechanism. With the indirect foni of expenditures, by coiitrast, 
hidden subsidies may never be fully counted. That is deductions at the 
federal or state levels are tax-reducing provisions, and is such, are 
often ovcrluoked as federal expenditures when policy makers are search- 
ing tor ways to cut back their budgets. In fact, only recently did the 
tedcr.il )iovei njDent even attempt to e st imate its tax expenditures: they 
havi.' lan^ rLMiiained hidden and forgotten. 

Hotore accepting tax allowance proposals, policy makers will not 
i)nly JcciJc upon these basic issues, but they will also need to analyze 
the cu^ts and b-.Miet'its of each proposal. The next section of this paper 
introduces a model tbat policy makers and analysts can use to examine 
tax >-r-t\iit [;r-opu<ah; in particu^ir. And the last two sections illustrate 



u 
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how the model can be used; they array data about five represencativc 
tax credit proposals, using the model for the calculations. 



II. 

TAX ALLCWA.NCE NK5DELS 



To analyze tax allowance proposals fully, it is necessary to 
develop a basic analytical model that can be used to break the various 
legislative proposals down into their component parts. With this model, 
the costs and benefits for various types of tax allowances can be deter- 
mined for taxpayers (beneficiaries), public and private postsecondary 
educational institutions, and the federal government. The analysis of 
costs and benefits in this paper, however, is limited to tax credit 
proposals, because tax deduction proposals are not as numerous as 
tax credit bills and because they are rather complex. Appendix A of 
tliis paper develops a mathematical construct for tax deduction bills 
and provides a list of such bills recently introduced in Congress. 

This paper is further focused on one of two major categories of 
tax credit proposals --credits for taxpayer dependents attending post- 
secondary educational institutions, instead of credits for contributions 
to these institutions. (See Table 2.) Although all bills in this cate- 
gory are of course important, the analysis is restricted to those grad- 
uated tax credits with a sta.ed ma.-imum, since they appear with greatest 
frequency . 

In developing a mathematical construct (an analytical model) for 
analyzing tax credit p-oposals, the variants of the bills were cate- 
gorized. Most tax credit proposals take the form of one of the follow- 
ing three variants • 

1. An aniO'^r-.L ba-^eJ on an expense scale for educational 
expenses (usually tuition and fees) is subtracted 
Jirectly from the taxp;iycr's lu li ; 

J. An iimouiit basoU on an expense scale for eaucational 
c.spenses (iisaally t '.it ion an. I f.^es) is subtracted 
directly froKi the ta.'.payerV b.ill or paid to then if 



Table 2: Recent Tax Credit Proposals 
(93d Congress, 1973) 

Credit for contributions to postsecondary educational institutions 

A. By corporations 

1. 5 percent of tax or $5,000, whichever is less: HJh28e 

2. 10 percent of tax or $5,000, whichever i's less: H.K.173 

B. By individuals 

1. 20 percent of tax or $500, whichever is less: H,R.28G, H. 11.972 

2. 20 percent of tax or $200, whichever is less: H.R.7286 
5. 20 percent of tax or $100, whichever is less: fI.R.173 

4. 24 percent credit against tax for personal exemption and 
personal deduction in lieu of existing deductions, with 
limitations: II. h\ 1040, H,Ii.:l041, H.R.6490, H.H.7050 

Credit for taxpayer's dependents attcnuing postsecondary educational 
institutions 

A. Straight percentage on amount of credit 

1. 30 percent of tuition and fees: H.R. 12'-',u, H.R.4S18 

2. 50 percent of expenses or $1,500, whichever is less, with 
student and taxpayer repaying credit with interest: ' 
H.R.hJo,', li.R.7804 

5. A maximum of $600 in tuition and fees: Il.R .'j87cl 
H. (.iraduated credit with a stated maximum credit allowed 

1 . $ J U J) c r year: ;/ . ,■. . .' 7 ,'; 

J. $.SJ5 per year: ,7. .'.i.ii,^ .:.:-< 

i . .S.^.'ji) per y(.-;ir . . ', 

4. S.'jjr^ per VL-ar: .7. 7 !■ 




they pay no income tax; 

3. An amount based on an expense scale for educational 
expenses (usually tuition and fees) is credited to 
the taxpayer and adjusted by income category. Usi^ally 
the amount of the credit is diminished for taxpay*^;s^ 
of high income. 

From these three variants of a tax credit proposal, a model 
can be derived that will provide information on the cost (fore- 
gone income tax revenues) of alternative proposals. The cost is 
primarily dependent on two factors: (1) the dollar amount of the 
benefit received by each person enrolled; and (2) the number of 
people (enrollment) receiving the benefit. The dollar amount of 
the credit (or benefit received) is in turn dependent upon two 
factors: (a) the educational expenses of the enrolled student; 
and (b) when applicable, the income category of the family of the 
enrolled student. These relationships can be stated mathematically 
in the following way: 

C,,. - t X. lE^^ • • A.l 

where C = Cost to the federal government in foregone 

income tax revenues 

i; - Enrollments 

B = Her^efit to be received (amount of credit) 

A = AJjustmeiit factor for income category 

. = Adjustment factor for eligible taxpayers 
who will take advantage of the credi-, 

0 = {'.xpensc category 

1 • Income category 

needed fur multiple aJjuitment factor-^ 
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The analysis of tax credits requires two kinds of variables-- 
those prescribed by the legislative proposals themselves and those 
dvtermined by the external demand for postsecondary education. 

In the proposals themselves, there are in turn two variables. 
One is the benefit (or credit) to bo received (BJ. This variable 
can be of the following fom: 

(1) A specific percent u^^o of vduc.aional co>ts, such 
as JO percent of the first $:00. 

(2) A specific percentage of educational costs with 
a benefit ceiling, such as 10 percent of the 
educational costs with a benefit ceiling of $200. 

(3) Graduated amounts depending on educational costs 
with a benefit ceiling, such as 100 percent of 
the first $200 in costs, 25 percent of the ncvxt 
$300, and S percent of the next $1,000 lu costs, 
With an upper limit of $325 in bcriefits. 

The other variable within a tax credit proposal ii the adjustment 
for income category (A). ft is usually in the fo/m of a specified 
percentage reduction of credit based upon naximurn adjusted gioss 
income levels, such as a reduction in credit of 3 ptM*cer)t for t^very 
$1,000 in income over $15,000 in adjusted gross income. 

The variables descrit)ing the external demand for t.i.x credits 
under these proposa'ls are enrollments (1) aiul the pr^purtion of 
eligifile students who apply (•). 

[ijir o I In ent I ' i ■ oj cc t i on s 

In comjniting foregone federal i mcu::;!.' t.t* rvvniu.'-; ot t .ix credit 
proposals, It IS neci^ssary to rst ii.'t.it t.- t\\r inij::lur ot pri^ple- whi) niiejit 
b^netit t'i'um va<]\ pi*uj>e.s;i 1 . lurthrr, t rv. ainHwiT t'.«' iu-ru-tiT 
dt^ncndent on what ediicat i on.i 1 v-xpni^.i- the ^u-U'.' t i i .i \- iri.ni-., .in.l . 
in sone ca.^es, what faniil> nuDiMe Iv-vel fh* tuiu- t'i ^- i m-^- voiii-. tr.*;-,. 
lor tins reason, en ro 1 1 t t'i^'.wr '..pjti.i .id! .n r i'V fpt:) • 

cate^;)rv ana h\* f.t::-ily i..r ^tiiKhri?; :; ^ f^'t*-'!. i;*- ii--:. ' 

typic.il ^w.'iipii t at I -Ml r"enu!ri'-, t"iM* r'pl'-, ♦:;it ■•];•.■ I- :i h »\n 
s t ;u!vt» t ^ ; 1 1 '.-d ! r, . .; i !i ■ t j r ^it i »;; ' i = ' ' v. ■ ■■ i: : ■ f- 1 . ■ • 

p«' r y t.M r in t ui t i • .i:u! . »t i-.c r r.i^ . .i : : : l . : in 

^ ■ ■ ! ; 
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adjusted gross family or student income between $10,000 and $15,000. 

For this analysis, projections for fiscal years 1977 and 1980 
were derived; 1977 was selected as the first year by which policy 
changes could be implemented and 1980 as the time by which a new 
policy trend could be detected, finrollment projections were differ- 
entiated by level o** student, type of institution, income category, 
and evpense category fiiiition and fees'). The derivations of projected 
enrollments for 1977 and 1980 are shown in Tables and 4. Notice 
that four expense categories are used; $0-$500; $500-$ 1 ,000; $1,000- 
Si.SOO; and $1,500. These expense categories were assumed to corres- 
pond to the average costs (tuition charges) of certain post secondary 
educational institutions; the $0-$500 category was assumed to corres- 
pond to the average tuition at public two-year institutions; $500- 
$1,000. to public four-year institutions; $1 .000-$! ,500. to noncol legi ate 
institutions, and •$1,500. to private two- and four-year institutions. 
Ihus. in laMes 3 and 4. enrol Iment estimates under each expense category 
vsere assoc lati-a with these institutional types. For a complete deriva- 
Ti.ni .)f t!.e enrolli-.-nt projections us^d in t!.i ■ analysis, turn to Appen- 

Ihiee limitations on the projections attest the model's results 
t. : ;,th the costs ;ind benefits, i irst. it can be argued that the- allo- 

..tien ot the expense categories to institutional types is not an accurate 
:v.vX\\od determining; co;ts. because these institutions have a wide 

h-.t riiuit ion of costs, not a single co-t . However, these figures were 
tf.e only ones available; ;iiui for t iie sake of simplicity and estimation 
..Mujuisr- . they w.-ie deemed adequate, Seco.ul. most of the tax credit 
prr.H. .ah. stipulate that the .amount of expenses shall be adjusted by the 
.;.,,u;it v.t .Jiolar-^tups . ,;rant s . odiuation and training allowances, or 
...t'ur aui recc ivc.l. Ilic 1 e.. i t y ot inchuiing this .ul uis tmeiit in the 

;>.„ie.t....n. however, pr-ved to be too i',re..t. if -u.h a calcui.ition had 

Kiel, tb-' t..-r,il b.-n.-fit- w-uld havi- been lower th.an shown. A 
t:.;rJ 1 i : t a t ■. on m Xhr .l.it.i w.is ;.;.umed to offset the effects of this 

. iM.' a.! iu-.t!;ie!it : d.ita -mi parr-ti;;ie oi' summer school students weie 
.J.. 11 I..!' !c . -.'u! r -t im.itr ot' forei;one i nco;:ie may t>e low, >;iven the 

.1,,. .. .! ui.iit ., '-I.'". Iu-p;irt;:ienr of l'"i-.ory ostixiate-- 
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Table 3: Projected Enrollments, by Income Category 
and Expense Category, Fiscal 1977 



Expense Category 

Income Level $0-500 $500-1,000 $1,000-1,500 > $1,500 2 xzZ 



< $3,003 


75,620 


162,356 


34.640 


74,076 


146,679 


$3,000-6,000 


228,850 


553,291 


181.860 


178,704 


1,242,705 


$6,000-7,500 


145,270 


280.310 


121,240 


111,724 


658,544 


$/, 500-10, 000 


J38,8O0 


643,342 


145,488 


238,775 


2,266, 405 


$10,000-15,000 


577,100 


1,333,117 


554,240 


631,774 


3,096,222 


$15,000-25,000 


378,100 


1.177,859 


514,404 


567,424 


2,637,78? 


^ $25,000 


199,000 


479,469 


181.860 


376.533 


2 , 236,862 


Total 


2,9.^0,000 


4,642,050 


2,^32,000 


2,279,000 


20,386,223 


Average ExpeKee 






$2,32$ 


22, 019 




SOURCE: NCFPE 


staff calculations 


; see Appendix 


B. 
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Table 4: Projected Enrollment, by Income Category and 
Expense Category, Fiscal 1980 



Income Level 


$0-500 


Expense Category 
$500-1,000 $1,000-1,500 


>$1 500 


Total 


< $3,000 


81,244 


236,186 


36,760 


75,688 


429, 878 


$3,000-6,000 


245,870 


562,155 


% AAA 

192,990 


186,440 


1,232,565 


$6,000-7,500 


156,074 


284,600 


128 ,660 


114,187 


682,522 


$7,500-10,000 


256,650 


521,330 


154,392 


243,974 


2,276,346 


$10,000-15,000 


620,020 


1,014,855 


588,160 


645,520 


2,868,550 




406,220 


1,193,426 


545,886 


579,669 


2, 725,201 


> $25 ,000 


213,800 


486,936 


192,990 


384,673 


1,278,399 


Total 


2,138,000 


4,708,000 


1,8Z8, 000 


2,226,250 


10,910,450 


Average Expense 


$228 


$691 


$1,500 


$2,415 





SOURCE: NCFPE staff calculations; sec Appendix H. 
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that another $0.5 billion should be added to the estimates to account 
for such an exclusion. The net of these limitations is assumed to 
be zero. 

Derivation of A 

The tax credit model provides the facility for testing the 
impact of alternative assumptions about the percentage of these eli- 
gible who will in fact apply for and receive benefits from a tax 
credit proposal (A). The U.S. Department of the Treasury estimates 
that approximately 90 percent of those eligible will utilize these 
credits. The Departmeni; offers no variation of this figure by 
income category; therefore, 90 percent—with no variation by income 
class--was the figure used by the NCFPE staff for the calculations 
presented in this paper. The analytical model used, however, could 
easily calculate the impact of variations in student participation 
in a tax credit program. 



III. 

THL BENEFITS AND COSTS OF REPRESENTATIVE 
TAX CREDIT PROPOSALS 



For this analysis, five proposals, introduced in the 93d Congress, 
1st Session (1973) . were selected as typical of several pieces of tax 
credit iegislati o»> . Each of the five selected represents a particular 
type of tax credit j^roDosal that has allowances for a graduated credit 
with a given maximum credit (Variant 3, p. 176). These bills include 
S.i8 and S.:i5 ($325 credit maximum), S.468 ($350 credit maximum), H.R. 
20^A ($5:5 ciodit maximum), and H.R. 171 ($675 credit maximum). S.215 

1 0 

U.S. Department of Treasiiry, telephone interview with T. Reeves, 
October 1973, by William A. Sanda. 

^^U.S. Department ot Treasury, interview with T. Reeves. 

^'"In order to facilitate comiuilat ion , a F'ORTRAN model was written 
usinK the mv)del striicture discussed in this section. A listing 
of the model can be found in Appendix D. 



1 ' 1 

t92 



ERIC 



and S.18 arc here Jcsignatca Type A; S.468, Type B; H.R.2074, Type 
C; and H.R.171, Type P. 

Table 5 outlines the main features of these bills. The exact 
payment schedules for these proposals may be found in Appendix li. 
Most of these bills, with the exception of S.468, provide graduated 
benefits to cover up to a maximum of $1,500 in educational costs; 
beyond this amount, benefits remain constant at the stipulated maxi- 
mum credit limit. All of the bills, except M.R.2074, provide for 
adjustment factors for decreasing credit above a set adjusted gross 
income. The idea behind such factors is to lower tax credits to 
high- income taxpayers. 

None of these bills provides benefits to those with adjusted 
gross incomes below $5,000, the lowest taxable income. Attempts to 
include a "negative income ta.\" provision to allow nontaxpayers 
some benefits for educational expenses have failed to gain much 
support in tlongress . 

The bills are generally designed to provide a higher percentage 
of benefits for the lowest category of educational expenses (category 
$0-$500). The percentage of benefits decreases as the expenses increase. 
Thus. creJit impact will bo greater for those with lower expenses, 
because the credit given will more evenly match the expenses. 

Benef i ts 

rvMe A I up to $3J3 ^- reJit j . The two alternatives in this group, 
S.JIS and S.IS, provide the s.uae maximum credit, but they differ in 
two major respects. 1 i rst , they pay different percentages for personal 
educational co^ts: tlie beneficiary of S.215 (designated rype Al) may 
receive ^3 percent of the first SJOO in expenses while the beneficiary 
of S.18 (designated Typo AJl would receive 100 percent. In Type Al, 
the beneficiary liiay receive 10 i)ercent of the la^t $1,000 in expenses, 
while m lype AJ, he er she may ivceive only percent I see Table S) . 
Second, the uppei income tuMiefit limits are d i ffe rent .000 in Typo 
A, and $i:>.i'Oii in fype A: . TyiH- AJ decreases benefits by $J0 for each 
>|.i)i)0 ot adui-ted K.'^'-- - income beyond Sl.^.OOO while Typ.- Al decreases 
belle'.'lt . i". Sll' t".-: ea. li > , .00l> ill income over $jr<.(HU1. 
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Table 5: Financial Characteristics of Five Typical Tax 
Credit Proposals, 1973 



^^S^ Maximum 

Credit Limit 




$325 


$350 


$550 


$675 




\. Type 


Al 


A2 


B 


C 


D 


Conf igurat ions Bill 


S.215 


S.18 


S.4b8 


H.R.2074 


H.R.171 




Expenses 












ral ing 


Up to 
$200 


751 


lOO'o 


100% 


75% 


100% 


Graduated Sc 
Factor 


Next 
$300 

Next 
$1 ,000 


25 
10 


25 
S 


50 

* 


50 
25 


75 
25 


Upper Income 
Limit For Regular 
Credit 

1 
1 


$25,000 


$15,000 


$18,000 




$25,000 


• 1 

Percent Reduction 
Over Upper -Income | 
Limit (A) 


* 




★ * 




* 



Notes: *Only allows tax credit for expenses of up to $500 
**Places no restrictions on income level. 
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Type A2 thus provides for higher benefits to low- and middle- 
income families than does Type Al--by an average of 10 percent in 
benefits for each income category up to $15,000. Under Type A2 
benefits drop off sharply to almost zero beyond $25,000 in income; 
Type Al is not so drastic in its effect upon high-income taxpayers. 

According to NCFPE staff projections for Type Al, the average 
benefits in 1977 would be $248 for taxpayers with incomes below 
$15,000; $260 for the $15-25,000 income group; and $131 for the 
over-$25,000 income group. (For all types of tax credits dicussed 
in this section. Table 6 lists projections for 1977 and 1980.) 

By contrast, according to NCFPE staff projections for Type A2, 
the average benefits in 1977 would be $275 for taxpayers with incomes 
below $15,000; $164 for the $15-25,000 income group; and $13 for the 
over-$25,000 income group. 

Type B (up to a $350 credit) . Typical of this category is 
S.468, which provides benefits for the middle expense category ($500- 
$1,000) at a rate of 25^ to 50* for each dollar spent. This bill 
decreases benefits by $20 for each $1,000 of adjusted income over 
$18,000. 

According to NCFPE staff projections for Type B, the average 
benefits in 1977 would be $318 for taxpayers with incomes below 
$15,000; $257 for the $15-25,000 income group; and $88 for the over 
$25,000 income group. 

Type C (up to a $550 credit) . Typical of this group is H.R. 
2074, which places much greater emphasis on credit for high- income 
taxpayers than Types A and B do. This bill has no provisions for 
limiting benefits of high-income recipients, and its total maximum 
benefits exceed Type B's by over $200. 
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Table 6: Average Benefits Per Person, by Income Catej'ory, 

Under Five Typical Tax Credit Plans, Fiscal 1977 md 1980 



Income 


TvDe A 1 




Tvne B 




, r 




Category 


1977 1980 


•97: 1980 


1977 1980 


1S77 


1980 


1977 198'» 


$3,000- 
15,000 


$248 $25h 


$275 $282 


$318 $321 


$356 


$378 


$465 $488 


$15,000- 
25,000 


260 2b4 


164 193 


257 260 


381 


396 


494 519 


>$25,000* 


131 133 


1 3 1^ 


88 95 


S9J 


408 


452 469 



SOURCE: NCFPE staff calculat ion<; 



*These averages are gross estimates. A benefit is wholly dependent on 
income of recipient, except for Type C. See Appendix B for the actual 
payment schedules for eacli class of recipients. 
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According to NCFPE staff projections for Type C, the average 
benefits in 1977 would be $356 for taxpayers with incomes below 
$15,000; $381 for the $15-25,000 income group; and $390 for the over- 
$25,000 income group. 

Type D (up to a $675 credit). Typical of this category is 
H.R.171, which provides the greatest amount o€ credit for the middle 
expense category (50^ per $1.00 more than Type A and 25^ per $1.00 
more than Types B and C) . Thi^ bill decreases benefits by $10 for 
each *1,000 in adjusted gross income over $25,000. 

According to NCFPE staff projections for Type D, the average 
benefits in 1977 would be $465 lor taxpayers with incomes below 
$15,000; $494 for the $15-25,000 income group; and $452 for the 
over-$25,000 income group. 

Table 6 shows the projections for 1977 and 1980 of the average 
benefits of all five tax credit bills under discussion. It should 
be emphasized that these averages are for all expense ranges included 
together. It must be kept in mind that these figures are obtained 
by averaging over all expense categories for a particular income level 
and bill. Appendix D details the actual payment rate for each expense 
level and income 'evel. With this data, a comparison of the benefits 
provided to three major income categories is now possible. 

Benefits for the $3,000 to $15,000 income category. A major 
ration? le for all of these tax credit proposals is to provide financial 
benefits to low- and middle-income families to offset the rising expen- 
ses of a postsecondary education. Because approximately 75 percent of 
students attend lower-price public institutions, these bills tend to 
allow a proportionately higher credit to the lowest expense category 
C$0-$500) . 

Type Al--by virtue of its lower benefits for expenses under $500-- 
provides the lowest benefits to this income group ($248 in 1977). The 
average benefits increase between 13 percent and 30 percent with each 
tax credit group, witli Type D providing the most benefits to this income 
group ($455 in 19^7). People attending low cost community colleges would 
receive less from Type.'^ Al and C than they would under the other bills, 
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because these bills allow less benefit for the first $200 in expenses 
than do the other bills. . 

Benefits for the $15,000 to $25,000 income catef^ory. Type A2 
provides the lowest benefits ($164 in 1977) while Type D provides the 
most ($494 in 1977) . About J5 percent of students in this income cate- 
gory attend higher cost institutions ($500 in costs). Since Type A2 
puts restrictions (higher scaling fcctors) on this income group, it 
has the lowest benefits; Type D provides average benefits that are 
commensurate with the educational expenses of this income category. 

.fits for the $25,000 income categor> . .»gain. Type A2 provides 

the lowest average benefits ($13 in 1977); anJ Type D, the highest ($452 

in 1977). Type A2 places the severest restrictions on hipher income 

recipients while Type D allows the greatest scaling factor for higher 

expenses. The other bills are intermediate between these two It again 

should be pointed out that these bills are designed to limit benefits to 
upper- income recipients. 

Foiegone Income 

While the recipients gain from these forms of tax allowances, 
the federal governir.ent must lose some tax revenues. The costs of these 
tax credit proposals ave in the billions. For Fiscal 1977, the federal 
government's foregone revenues range from $1.94 billion for Type A2 to 
$4.17 billion for Type D (Table 7). Projected tax credits averaged 
over all income categories for 1977 range from $215 per person for Type 
A2 to $461 per person for Type D (Table 8). For Fiscal 1980, these 
foregone revenues increase, ranging fron $2.13 ill ion for Type A2 to 
$4 65 billion for Typo D (Table 9). Projected tax credits averaged 
over all income categories for 19^0 inrrease, ranging from $22{ for 
•rpe Aj to $498 for Type D (Tabic 10). For t.>c total estimated tax 
credit tor Fiscal 1977 and 1980, aTuyed by i -"como and expense cate- 
gories, li ee Appe nd i x I' . 
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Table 7: Foregone Income to the Fede-al Govci^nment Under Five 
Typical Tav Credit Plans, Fiscal li»/7 

(In Thousands of Dollars) 



Income 
Category 


lype Ai 




Tvne B 


TvDe C 


Type D 


<$3,000 


0 


0 


0 


0 


0 


$3,000-6,000 


$254,803 


$282,468 


$323,552 


$360,946 


$473,000 


$6,000-7,500 


147,155 


162.649 


186,785 


i;i0,297 


274,100 


$7,500-10,000 


283,526 


314,027 


364,960 


401,390 


526,700 


$10,000-15,000 


708,262 


776,889 


893^285 


1 ,025 ,5bo 


i ^0«>Z 1 uuu 


$1S, 000*25, 000 


618,251 


391,651 


610,956 


904,891 


1,173,000 


>$25,000 


146,164 


14,959 


98,078 


433,676 


392,000 


Total 

For'egane Inc(*ne 




$1,942,642 


$2,481,616 


$3^,236,758 


$4,171,500 



SOURCE: NCFPE staff calculations using data and model derived in this paper. 



Table 8: Average Tax Credits Per Person, by Income Category, 
Under Five Typical Tax Credit Plans, Fiscal 1977 



Income 
Category 


Type Al 


Type A2 


Type B 


Type C 


Type D 


< $3,000 


0 


0 


0 


0 


0 


$3,000-6,000 


$247 


$274 


$319 


$351 


$460 


$6,000-7,500 


248 


274 


315 


354 


462 


$7,500-10,000 


248 


275 


320 


352 


462 


$10,000-15,000 


254 


278 


321 


367 


477 


$15,000-25,000 


260 


164 


257 


381 


494 


> $25,000 


131 


13 


88 


390 


452 


Total Average Coets 


$229 


$225 


$275 


$369 


$461 


SOURCE: NCFPF. staff calculations 


usinf, data 


and model 


derived in 


this paper. 
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Table 9: Foregone Income to the Federal Government Under 
Five Typical Tax Credit Plans, Fiscal 1980 

(In Thousands of Dollars) 



Income 
Category 


Type Al 


Type A2 


Type B 


Type C 


Type D 


< $3,000 


0 


0 


0 


0 


0 


$3,000-6,000 


$269,174 


$300,540 


$343,955 


$400,175 


$518,715 


$6,000-7,500 


155,583 


172,828 


196,226 


232,282 


299,726 


$7,500-10,000 


^96,116 


331,288 


380,512 


439,894 


570,903 


$10,000-15,000 


745,968 


822,743 


934,776 


1,126,499 


1,449,370 


$15,000-25,000 


648,760 


473,931 


637,029 


930,809 


1,272,491 


> $25,000 


153,054 


32,494 


* 109,071 


470,008 


539,504 






32 y 00 I, it' J 


C3,659,3'17 


C'ly6b0y?09 


SOURCi:: NCI Pi- 


staff calculations 


us'ny data 


and model 


derived in this paper. 
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Table 10: Average Tax Credits Per Person, by Income Category, 
Under Five Typical Tax Credit Plans, Fiscal 1980 



I ncome 
Category 


Type Al 


Type A2 


Type B 


Type C 


Type D 




A 
U 


u 


0 


0 


0 








$323 


$376 


$487 


to nnn -7 ^nnn 




1 


319 


378 


487 


47 ^nn.in nnn 




Zoi 




9 T 9 

373 


A or 

485 


$10 000-lS 000 


7^ft 


7ft^ 




390 


502 


$15,000-25,000 


264 


193 


260 


396 


519 


> $25,000 


133 


28 


95 


408 


469 


Total Average Costs 


$243 


$228 


$278 




$498 



SOURCE: NCFPE staff calculations using data and model derived in this paper. 
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IV. 

THE IMPACT OF TAX CREDITS 
ON STUDENT INCOME ACROSS INSTITUTIONAL TYPES 



In the previous discussion, tax credits have been analyzed in 
terms of foregone income to the federal government and of benefits 
to taxpayers of varying income categories. It would be helpful njw 
to look at how this benefit is distributed among the various types 
of educational institutions, according to the frequency with which 
dependents of taxpayers attend various types of institutions. 

Tables 11 and 12 present total and average tax credits by insti- 
tutional type (public, private, and noncol legiate) for fiscal years 
1977 and 1980. Table 13 presents the ratios of credit distributed 
among these institutions. 

Total benefits for students in public institutions are roughly 
two to three times greater than benefits to students in private and 
noncollegiate institutions. This is to be expected, since there arc 
roughly 3 ,5 times more students in public institutions. Type Al, A2, 
and B bills show the evident disparity between public, private, and 
noncollegiate total benefits (roughly 2-7 to 1) whereas Type C and D 
bills allow for a slightly narrower differenco in the ratios (roughly 
2 to I). This difference in ratios is also to be expected, because 
Type Al , A2, and B bills are designed primarily to assist students 
with lower expenses while Type C and D bills provide greater benefits 
for students with higher expenses. Eve i though the latter category 
of bills narrows the gap between public and private total benefits, 
it costs from one and a half to two times more in foregone federal 
income than Type Al , A2 , and B bills. 

Note also that even though a greater proportionate share of 
the total credit goes to students in public institutions, a higher 
average credit (from one and a half to two times more) is received 
by students in private and noncollegiate institutions. However, 
this average amount is only between one-sixth and one- fourth of the 
total expense of private and noncollegiate institutions; by contrast, 
students in public institutions will receive about oi^e-h.ilf of their 
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Table 13: Ratio of Public Collegiate, Private Collegiate, 
Noncollegiate Tax Credits, by Program, Fiscal 
Years 1977 and 1980 



Total Enrollment Ratio of 
Public tPrivate :Noncollegiate 

FY 1977 FY 1980 



Average National Expense 

for Postsecondary Institutions 

A National linrollment Ratio 



1:4.4:2.9 



3.8:1.3:1 



1:4.2:2.9 



3.7:1.2:1 



Program 



Credit Ratio of 
Public :Private :Noncol le^iate 

FY 1977 FY 1980 



Type Al (S.215) 
T>'pe \2 (S.18) 
Type B (S.4b8) 
Type C (11. R. 2074) 
T)'pe D U1.R.171) 



2.7:1.3:1 
2.8:1.2:1 
3.1:1.2:1 
' : 1 . 3 : 1 
2:1.3:1 



2.4:1.1:1 
2.7:1.1:1 
3.2:1.1:1 
1.9:1.2:1 
2.1:1.1:1 



SOURCi; : NCFPE staff calculations using data and model derived in 
this paper. 
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expenses in credit. Again, a wide disparity in credit impact is 
evident. 



V. 

CONCLUSION 



To select a tax credit proposal, policymakers must first deter- 
mine (a) whether or not indirect financing mechanisms are an appro- 
priate economic solution to financial distress facing both low- and 
middle-income families and postsecondary educational institutions; 
and (b) whether or not deductions for human capital (educational expen- 
ses in this case) are on a par with deductions for property now allowed 
by the U.S. tax code. If the answers are affirmative, these kinds of 
questions must be resolved; how much income should the federal govern- 
ment be expected to forego in financing tax allowance proposals; what 
income groups should be targeted for increased aid through tax allow- 
ances; and what groups, if any, should receive little or no aid? 

Each tax allowance proposal has its own merits and demerits, 
and therefore, selecting the proper bill depends upon objectives estab- 
lished by Congress. If Congress is concerned about reducing total 
revenues foregone by the federal government, then, of the bills analyzed, 
Type A or B proposals would be the better selections. If not. Type C 
or D proposals would be selected. If Congress wants to provide more 
benefits to lower-income people, then Types A2, B, C, or D would be 
appropriate. If stringent restrictions are to be placed upon high- 
income beneficiaries, then Types A2 or B would be better. If no restric- 
tions are to be placed upon upper-income families, then Types Al, C, or 
D can be used. 
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APPENDIX A 
TAX DEDUCTION MODELS 

Tax deduction proposals usually take one of two forms: 

U A deduction from gross income is authorized for 
educational expenses; 

2. A deduction from gross income is authorized for 
amounts contributed to a fund established by the 
taxpayer for financing a postsecondary education 
for one's dependents. 

A tax deduction model applicable to both forms of tax deductions 
can be developed to determine the cost to the federal government in 
foregone tax revenues. As in the tax credit model discussed in Section 
II of this paper, the cost is primarily dependent on two factors; the 
dollar amount of benefits received by each person enrolled (or received 
by his or her family); and the number of people (enrollments) deriving 
the benefit. These relationships can be stated mathematical iy as follows: 

- tX. [E. • B.l 



where = Cost to the federal government in foregone 

income tax revenues 



E = Enrol Iments 

B = Benefit to be received (amount of deduction) 

X = Adjustment factor, such as what percentage 

of those who are eligible will take advantage 
of the proposal 

e = Expense category 

i = Income category 

j = 1,2, 3... as needed for multiple adjustment 
factors 



^^Designed to encourage private financing of postsecondary education, 
this kind of tax deduction proposal emphasizes the taxpayer's "ability 
to pay" and provides some financial protection for families with more 
than one dependent enrolled at a postsecondary education institution. 
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To calculate the benefits derived (B) is very complicated- 
one of the reasons that tax credit proposals are introduced more 
often than tax deduction proposals. The calculation is dependent 
upon the form of the tax deduction proposal. / 

1. If the deduction is given for expenses incurred in obtain- 
ing a postsecondary education, then a maximum figure is usually allowed 
as a deduction. The benefit received is then tempered by the marginal 
rate of paying income tax. Mathematically, this can be expressed as 
follows : 



B. - b * r. 
1 1 



where b = Maximum benefit allowed 

r. = Marginal rate of income tax by income 
category 

B. « Benefit by income categor>' to be used 

■''V in the tax deduction model 

\ 



2. If the deduction is given for contributions to a fund estab- 
lished by the taxpayer to finance the education of his or her dependents, 
the calculation of benefits derived is even more complicated. The dollar 
amount of the deduction is dependent on the number of beneficiaries of 
the fund; the taxpayer's adjusted gross income; or a maximum figure 
specified in the proposal. To compute the dollar amount of benefits 
by income category (B^) for this kind of proposal requires calculations 
for submodels S2, and 63) for each income category. In mathematical 

terms : 



62 = P * i 



For instance, proposals might provide that the amount allowable 
"shall not exceed the lesser of" one of the following: $500 times 
the number of beneficiaries; or 10 percent of the taxpayer's adjusted 
gross income for the taxable year; or $2,500. 

198 209 



= ([the smallest 6] - 0) * 



where r = Marginal rate of income tax 

Q = Number of beneficiaries 

b = Dollar amount of benefit 

p = Percentage 

i = Income category 

0 = Other benefits accruing from scholarships 
or veterans* benefits 

Figures b^, b^, and p are specified in the tax deduction proposals. 
The income categories (i) used in the calculations are displayed 
in Table A-1, and the number of beneficiaries (d) are shown in Table 
A-2. 

In sum, these tax deduction models determine both the costs 
(the amount of income foregone by the federal government) and the 
benefits derived by taxpayers (arrayed by income category). However, 
because the calculations were so complex, the staff did not analyze 
tax deduction proposals further. (Table A-3 reveals the variations 
and complexity cf current tax deduction bills.) 
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lablf A-1: Marginal Rates of Income Tax 



Income Categories Marginal Rates 

(.In '000 of $) (%) 



0-3 


14.2 


3-5 


16.6 


5-7 


\7.5 


7-10 


19.2 


10-15 


20.8 


15-20 


23.7 


20-50 


31.6 


50-100 


51.1 


100+ 


59.2 



SOURCE: U.S. Department of Treasury, telephone interview with 
T. Reeves, June 26, 1973, by Sherry Manning of the 
NCFPE staff. 



Table A-2: Number of Beneficiaries Per Family, 
by Income Category, 1972 



Income CateRorios Marginal Rates 

(In '000 cf $) (%) 



0-3 


2.20 


5-5 


2.32 


5-7 


2.27 


7-10 


2.25 


10-15 


2.24 


15-20 


2.17 


20-50 


2.18 


50-lUO 


2.21 




2.21 



SOURCi: : U.S. Department of Commerce, Bureau of the Census, 

Consunior Inooine, Series P-60, .\'o. 85 (December 1972), 
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Table A-3: Current Tax Deduction Proposals 



1. The benefit shall not exceed the lesser of (a) the product of 
$500 times the number of qualified beneficiaries; (b) 10 per- 
cent of the taxpayers' adjusted gross income for the taxable 
year; or (c) $2,500: h.R.5, H.E.866, H.R.2869 

2. All tuition and transportation: H.R.202 

3. Up to $400 per year: H.R^y^4 

4. $200 multiplied by the ;iumber of months enrolled and in atten- 
dance in a postsecondary educational institution (undergraduate): 
H.R.2278 

5. Up to a maximujn of $1,000: H,R.434^ h.R.1614^ H.R.7428 

6. Up to a maximum of $1,500: H,R.3229^ H.R. 11596 

7. Up to a maximum of $400 for all expenses, including food and 
lodging: H.R. 865 

8. No upper limit on benefits to be received with certain limitations 
on income group eligible: H.R. 814 

9. All expenses in excess of exemption allowed: H.R. 400 

10. All expenses of special training or education for mentally retarded 
or physically handicapped (under 21 years of age): H.R. 2301 
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APPENDIX B 
ENROLLNENT PROJECTIONS 



This Appendix develops the enrollment and cost projections 
found in Tables 3 and 4. First, as Table B-1 presents, enroll- 
ments in postsecondary education had to be projected by institu- 
tional type and level of student for Fiscal 1977 and 1980. This 
data is based on estimates by the National Commission staff after 
apportioning 1973 projections by tH^^ational Center of Educational 
Statistics. Next, as Table B-2 shows ,^l^rol Iments were distributed 
to income categories and institutional t^es by utilizing the Bureau 
of the Census* October 1972 Current Population Survey data. Notice 
that of the seven income categories, the greatest density of students-- 
for all types and levels of institutions--occurred in the $10,000 to 
$25,000 income range. 

The 1972 Bureau of the Census distribution of enrollments by 
income category and institutional type was assumed to remain relatively 
constant through 1980. The apportioned enrollments for 1977 and 1980 
are presented in Tables B-3 and B-4. 

Next, it was necessary to project the average expenses (tuition 
and fees) by institutional type. These estimates, obtained from the 
National Commission on the Financing of Postsecondary Education, are 
shown in Table b-b . These costs were then matched with the enroll- 
ments by institutional type (data from Tables B-3 and B-4) to obtain 
the necessary figures for calculating enrollments by expense category 
anJ by family income category. Tables B-6 and B-7 array the results. 
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Table B-S: Projected Annual Tuition Charges by 
Institutional Type, 1977 and 1980 



Institutional Type 


1977 


1980 


Community College (Pub. 2-Yr.).. 


$192 


$228 




583 


691 




583 


691 




583 


691 




2,039 


2,415 


Private Graduate 


2,039 


2,415 


Noncol legiate 


1,326 


1,570 



SOU RCE : Financing Postsecondary Education in the United States , 

Table 7-2, p. 254. HEGIS , Financial Statistics of Insti- 
tutions of Higher Education (1971-72) • 

Note: HEGIS finance date for 1971-72 inflated by 5.8% per year. 
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Table B-6: Projected Enrollments by Income Category 
and Expense Category, Fiscal 1977 



Income Category 


$0-500 


$500-1 ,000 


$1 ,000-1 ,dOU 






< $3,000 


75,620 


162,356 


34,640 


74,076 


346, 679 


$3,000-6,000 


228,850 


553,291 


181,860 


178,704 


2,142,705 


$6,000-7,500 


145,270 


280,310 


121,240 


111,724 


668,544 


$7,500-10,000 


238,800 


643,342 . 


145,488 


238,775 


1,266,405 


$10,000-15,000 


577,100 


1,333,117 


554,240 


631.774 


3,096, 232 


$15,000-25,000 


378,100 


1,177,859 


514,404 


567,424 


2,637,78? 


> $25,000 


199,000 


479,469 


181,860 


376,533 


2,236,862 


Total 


1,990,000 


4,642,050 


1, 732,000 


2,179,000 


10,385,223 


Average 
Expenaee 


$292 


$583 


$1,326 


$2,039 





SOURCE: NCFPE staff calculations. 



Table B-7: Projected Enrollments by Income Category 
and Expense Category, Fiscal 1980 



Income Category 


$0-500 


$500-1,000 


$1 ,000-1 ,500 


> $1,500 


Total 


< $3,000 


81,244 


236,186 


36,760 


75,688 


429,878 


$3,000-6,000 


245,870 


562,155 


192,990 


186,440 


1, 183,555 


$6,000-7,500 


156,074 


284 ,600 


128,660 


114,187 


683,521 


$7,500-10,000 


256,650 


521,330 


154,396 


243,974 


1,176,646 


$10,000-15,000 


620,020 


1 ,014,855 


588,160 


645,520 


2,868,550 


$15,000- 25,000 


406,220 


1,193,426 


545 ,886 


579,669 


2, 725,201 


> $25,000 


213,800 


486.936 


192,990 


384,073 


1,278,399 


Total 2 


,138,000 


4,708,000 


1,338,000 




10,iU0,4L() 


Average 
Expenses 


$228 


$6j1 


C 1 3 bOJ 







SOURCE: NCFPE staff calculations, 



219 

208 







o 
























o 




























ft 


















PJ 






r* 






O 




















c 






o 










0 
















u 


0 








+-» 


X 




•/I 




















u; 














•y. 


or 






















































o 












#— » 






I — < 



J. 

~i 



ERIC 



(/J 
O 



a a> 
o > 
o o 

in "3 

^ n3 



O Ci 

o 

c o 

^ rsi 



o o 
o o 
o o 

o n 

^7 



15 



o 

in C7> 



o *t 

^ t ^ 

CO 



LI- 1.^ 



CM r-l 



CO in 



CO 



f 



r ^ 



o 

c 
c 

c 

XT 



c 



o ^ 



— O 



in >c 



•—I 



O 



in M 
o ^o 



in ^ 



o o 



o o 



in r- 

o r • 



O 



O >4^ 



o r 



c 



a* to 
• * 

CM 



in in 
to o 



o 
o 









o 


• • 

^ if) 


• 

o 


r> CM 


o 



to to 











to 


o 


VD 


to' 


• 

o 




rsj 


O 























• 

o 


• 

c 






o 









in 













O 












d 






o 
1-^ 











00 






00 




00 




o 






1-^ 









-7. ^ 


*t '-^ 






o 








' i 


^ J tn 


r- 


in 


o 

o 



^ #o 

^ lA 



O 

s 



o 



^ 4A 

in ^ 



IS. 

s 



s 



• • 
CM 

^ to 



s 



Ok 
iO 



o 

s 



in in 



^ > 

— • X) 

o CL a. 
o 

>- 
O 



229 



c 

c o 

3 X) 

a. cu 

^-^ 

(/^ 
c 



<3j 



o 



(1> r4 
O ♦J CTJ 

^ > o 



0 

•Pi 



4» 



•s 

m 

cn 



B 



S 



u 

K 

1 

;^ 



O 



i 



a. 
t 



o 



8 



APPENDIX D 



A FORTRAN LISTING OF THE NCPPE STAFF 
MODEL FOR ANALYZING TAX CREDIT PROPOSALS 



500 

300 
<^00 
310 
410 

320 

'♦20 

330 

430 

340 

4^0 

40 
20 



?0(^ 

^?1 

70 

71 
75 
flO 



REAL LAM 
INTERER A 

OIMFNSION COST! 11 t7»t6NftOLL« 11 t7) tAVEK llt7»,C0L(5t7 ) t 
»CCOST«5f7),6COL(5f7)tCOSTH7)»AVl(7>fENR0L2l7)t 
♦EXPl ( 11 1 7) t AfcXPi 7) texM2( 7) tEEXPI 11 ,7 ) 

DO 500 L"lt7 

C0ST1(L)»0.0 

EXP2IL)aO»0 

ENR0L2( L)«0.0 

CONT INUE 

C0ST2=0.0 

EXP530,0 

eN=0.0 

WRITF{8f 300) 

FORMATIlXt • INPUT TYPE OF TAX CREDIT MQOELM 
REAn(3f400) A 
FORMAT! II) 
W«IT6(fit310) 

FORMAK IX, • INPUT LAMBDAM 
READ(3»4lO) LAM 
PORMATI F4.2 ) 
WR ITP( ft t 320) 

FORMATU Xt MNPUT INCOME Cl^TOFF • ) 
REAn(3»420) LEV 
FORMAT! 15 ) 
WRITE! R»330) 

FORMAT! IX, • INPUT EXPENSE 
fiEAn!3.430) A1,A2,A3 
FORMAT! F4,?,1X,F4,2.1X,F4, 
WRITE! Rt340) 

FOPMAT! IX, • INPUT EXPENSF LIMITS ANO CUTOFF F-ACTOR 
PFA0C^»44n) Bl »f^2.B^iCl 
K^PMAT! F5,0,}X,F5^0.1X,FS, 
on ^5 L^>- I t77 
«t AH! t>t20} ICAT • I NCt ENROL 



CnEFFICIENTS' ) 



, 0 » I X , F 4 . ? 



I 2 . ?x , I 1 . IX , FR .0 t ?x 



INLFV 



FORMAT ! 1 X 
I- N = 0 , 0 

ENROLL ( I CAT • INC ) =^NKf}L«LAM 
r xi^K ICAT, INC }=FXP 

f F XP( IC AT ♦ INC ) «EXPU IC AT , 1 NO >-FNOMLL ( 1 CAl ♦ I N'. ^ 

r>{ TO ! ?on, 201 ) , A 

FN^EN^-ENROl «L AM 

[F ( INLEV--LEV ) .^20 

Af^.)=(FLOATl lNLFv)-FiuAT (L ) ^ ^^A 

r,i-Ti) 70 

AO J =0,0 

I F ( PXP.LF.Hl ) r,nTO 71 

IF ( ;:xP,r,T .R UAND.EXP .LE .B? ) GOTO 7S 
IF ( FXP.GT.B2.ANO.EXP.LE.B3) GOTO ftO 
IF !trvp^GT,B3) GOTO fl^ 
BFN=A1«EXP 
GOTO 312 

eEN-Al«Bl>A2« I EXP-81 ) 
GOTO 312 

f=^EN=»Al»ei+A2«iQ2-Bl)+A3<'<EXP-8 3) 
GOTO 312 

3rN»Al«ftl4-A?*(R?-f^l)^A^*(P'^--B?) 



00000005 

00000007 

00000010 

00000015 

00000017 

00000020 

00000025 

00000027 

00000030 

00000035 

00000040 

00000042 

00000045 

00000050 

00000055 

00000060 

00000065 

00000070 

00000075 

00000080 

00000085 

00000090 

00000095 

OOOOOlOO 

00000105 

OOOOOllO 

00000115 

00000120 

00000125 

00000130 

00000135 

00000140 

00000145 

00000150 

00000155 

00000160 

00000165 

00000170 

00000172 

000001 7/* 
00000175 
OOOOOIRO 
00000185 
00000190 
Oo00ul^5 
00000200 
('O000205 
00000207 
00000209 
00000210 
00000215 
00000220 
00000223 
00000226 
00000230 

000002 32 
00000234 



ERIC 
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RI:NF=REN-Anj 

COST( ICAT, INC » = LAM<'ENROL ♦BENE 
GOTO 95 

IF ( INLEV.GT.LEV) GOTO 710 

hN=EN+ENRnL*LAM 

IF (EXP. GT. 1500^1 GniO 720 

HENsPXP 

GOTO 730 

Gnin 730 

BEN=:0.0 

COST( ICATt lNC)=LAM«ENRnL*REN 
GOTd 9b 
COM INIJE 
WRiTEIflt 110) 



00000250 
00000255 
00000260 
0C000265 
00000270 
00000275 
00000280 
00U002«5 
00000290 
00000295 
00000300 
00000305 
00000310 
00000315 
00000400 



AM^ c.f; J^ ^^^*-^ •ABSOLUTE TAX CREDIT ByINCOME CLA500000M0 

J nrcrl'lV^^^^'^^''' TYPES//, IX, MNSTITUTION S • M • 2 1 X , • P AM 1 L Y I NC OMOOOOO^JO 

«S6-7b00i ,3X, •$7.r>M0000S4X, islO-lSOOOS^x. i$15--25000' ,6X,'>S2500000000440 

rwi All t-1 11 00000450 
DO fill I = 1 t 1 1 000004SS 

WJMTF<H,lll) ItCnSTI 1,1 ),COSTIU?),COST(U^.).Cr).ST( i,4), 00000460 

«CnST( I,5),C0ST( 1 ,6)tC0ST( 1,7) 00000470 

P0«MAT(6X, I2,5X,7(2X,F10.0) ) . 000004^0 

^^^^^^^J^^'^f 000004H5 

'^ = 1^11 00000490 

PM 100 J?r:l,7 00000^500 

I? ^ J?) ^msu I?, .)?) { \ ? ) 00000510 

^•'J':;'^^'^^ ooono5?o 

WPITMM,11S) 00000530 
Fn«MAT(////,^7y , II A^^L^ ix , 'A^frkAGF TAX CRFUlIS BY INCOME CLA00000540 

e^S ANH JNSTITnTIUN T Y P M , / / , i x , M N S Tl T ! I T 1 ON' • t M » t / 1 X , ' F AM I L Y 1 NC(3mOOOOO 550 
ni SIP iHiiT n:N» , • TYPr ' t^X, M • . / . l^X . » I 3000 • , 6 X , • ^ 3 000 N 5 X , •00000560 

«i^-/*^nn« , 3x , • <i/. S-l 0000" ,4X , • ♦.lO-l SOOO* ,4X* « Si5-?S000» ,6X , • S>?SOOOOOOOOS70 



^ • ) 

'^l^ I ^= I • 1 1 

W« I Tf^ ( « • I ^0) I 3 • AVF 1 ( 1^ , 1 ) , AVf- 1 I ! 'U^ ) , AVh I ( n , > ) , AVM ( 13,4 
*Avl-lin,S),AVFl([3,h),AVf=l(I3,/) 
FORMAT ( 6X , i /• . , ? ( / ^ t p 1 0 .0 ) ) 
CCnT I NUF 
nrj ^ 1 ^ 1 , 7 

cm (It 14 ) -i.ns T ( ) 

C^u I ^ • ) =unST I I 0, J4 ) 

CflL ( 3, J4)=C0ST( 1 1 J4)+C0ST<3, J4}+CnST(^,J4)+C0ST{7,J4) 

Cf)L(4, J4)=COST(2,J4)^C0ST (4,J4)^CGST|6,J4)+C0ST I8,J4) 
COL ( 5f J4) =COST I 1 1 ,J4 I 

ECnL( 1. J4)=:ENR0LL(9t J4) 
FCOL( 2» J4)=.- ENROL L( lOt J4) 
ECOL< 3 • >= ENROLL I 1 • J4 ) +f: NRf )L L ( 3 , J4 ) + r N^^OL L ( 5 • J 4 ) ^^FNR f )L L ( 7 , j ^ ) 
FC(iL ( 4 , J4 ) =r:NRf)LL ( ? I J4 ) +FNROLI ( A , J4 ) + FNKi)LI (A 
F COL ( ) =:FN«f)l L I I 1 t J4 ) 

r HM f NUF 
WP I T^- ( ? ) ) 

MiPMA T (////, I rA><l ^ ^ * • / , I ^ , • A-'. 1 nM TAt 

/ ^t- » , / • ^ ^ • • * - 
• • » ' ' ♦ 1 ^ , • 1 \ ' f M 



. J4 ) 4-f NRUL L ( A 4 J-^ ) 



r 1 I i ] I •i''^ A * r y v'i ■ 



» A-'. Inn 



H ^ Ml f 

»^ / V H » 

• * • 



000005RO 
000005^)5 
000005^^0 
00000600 
00000610 
000006] 5 
00000620 
00000630 
^0000640 
00000650 
00000660 
00000670 
00000680 
00000690 
00000700 
00000 710 
000007?() 
00000 / ^0 
niu)0() f 
( [ (KiOno /S!. 

I A 1 h-jM(K', / 



! 1 



99^ 

h$ ^ 



121 
61A 



325 
122 



123 

(S 70 



I .^0 
160 

600 
170 



♦ TYPE* ,^X,/, 19X, 'SaOOO* t6X. • S3-6000 ' .,45{ , • $6-75 00' ,3X, •$7,5-10000' 
♦tAX, '$10-15000' ,^X»' $15-25000* ,6X , ' $>25000 ' ) 
00 614 15=1,5 

WRITE (8, 121) 15tC0H 15,1) tCOH 1 5 , 2 ) ,C0L ( I 5 , 3 ) , COL ( 1 5 , 4 ) , 
♦COL( !5,5),COL( I 5, 6 I, COL ( 15,7) 
FOftMAT(6X,I2,5X,7(2X,F10.0) ) 
CONTINUE 
00 325 16=1 ,5 
DO 325 J6=l,7 

CCOSK 16, J6)=C0L( 16,J6 )/EC0L( 16, J6 ) 
CONTINUE 
WRITE(8,122) 

FORMAT* ////,47X, 'TABLE 4' ,/, 1 8X ,' AVERAGE TAX CREDITS BY INCOME 
*SS AND 5 INSTITUTION T yPE S ' , / / , 18X , ' I N ST I T UT 1 ON ' , ' I ' , 2 1 X , ' F AMI L Y 100000900 
♦NCUME ni STR IBUT ION' ,/,5X,'TYPE',4X,'I',/,19X,' $3000' ,6X, • $3-6000' ,00000910 



00000790 
00000800 
00000810 
OO00OB15 
00000820 
00000830 
00000835 
00Q008<»0 
00000850 
00000860 
00000870 
00000880 
CLA00000890 



'$7,5-10000' ,4X, • $10-15000 ' ,4X 



*5X, ' $6-7500' ,3x 
♦ 'jOOO' ) 
no 670 I 7=1 ,5 

WRI TF< R, 123 ) I 7,CC0ST( I 7 , 1 ) , CCOST <! 7 , 2 ) ,CCOST M 7,3) , 
«CCOST( I7,4),CC0ST< l7,5),CCnST( I 7, 6 I, CCOST ( 17,7) 
F0RMAT(6X,I2,5X,7(2X,F10,0I) 
CONT INUE 
no 150 J 1=1, 7 

no 1*^0 11 = 1,11 

CnSTl I Jl )=C0ST1 ( Jl )+C0ST( I I, Jl ) 

eNROL? ( Jl »=FNR0L2 ( Jl )+ENROLL ( I 1 , J 1 ) 

e-XP?(Jl»=PxP?(Jl)+EEXP(Il,Jl) 

Al-XP(jn=RxP?(Jl ) /ENROL 2 ( Jl ) 

Avl ( Jl )=CnSTl( JD/ENROl 2( Jl ) 

CONT I NDE 

WRITF(«, 160) 

F(1RMAT( /// / ,^7x , ' T&RLE 5' 
». ' I NCOME ' , 5X, ' TAX CREOIT' 
*^X, 'AVER AG F',/,SX, 'LEVEL' 



'$15-25000' ,6X, •$>20000O920 

00000930 



,/,llX,<TAX CREDIT BY INCOME 
,/*X , ' ENROLLMENT ' ,4X , ' AVERAGE 



CLASS ' ,// 
TAX ' , 

,16X , 'CREDI T ' ,5X , "ENPENSE ' ) 
WR 1 TF( ft, 165 » ( I 9, COST 1 ( 19) .ENROL 2 (I9),AVl(I9J,AEXP(I9),I9 = l,7) 
FORMAT(/,7X,11,'.X,F14.0,3X,F10,0,6X,F6,0,7X,F6,0) 

nn 600 115=1,7 
C(lST? = Cf)ST2-»-C()STl (115) 
EXP5=EXP5+FXP2 (115) 
CONT INUE 
AV2=COST2/EN 

AV3=EXP5/EN 

WRITE(8,170) COST2,EN,AV2,AV3 



AVERAGE TAX 
6X 



FORMAT! ////,47X, 'TABLE 6 ' , / / , ?2X , ' T OT AL AND 
«,RX, • TOTAL ' •9X, 'TOTAL ' ,11X, ' A V FR AGE ' , / , 7 X , 'CRFni T' 
*9X, ' CRFOI T ' , / / .3X, Fl't ,0, 1 X,F10,0.9X,F7,0,9x,f-7,0) 

STOP 



00000935 
00000940 
00000950 
00000960 
00000965 
00000970 
00000980 
00000990 
00001000 
00001005 
00001007 
00001010 
00001020 
00001030 
4X00001040 
00001050 
00001060 
00001070 
00001080 
00001090 
00001100 
00001105 
00001110 
00001 120 
00001125 
00001 130 
//00001140 
'ENROLMENT' ,00001 150 
00001160 
00001 170 
00001180 
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APPENDIX E 



This Appendix is a series of tables presenting the schedul^ 
of benefits payments (the credit scales) stipulated in each of the 
five tax credit proposals analyzed in this paper. The tables /are 
based on NCFPE staff calculations and array the amount of jj^dit 
by adjusted gross family income and educational expense levels. 
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APPliNDIX F 



This Appendix arrays data used to develop tables in Section III 
of this paper. For FY 1977 and 1980, total benefits are presented 
for each type of tax credit. These benefits are displayed by the 
recipient's income category and educational costs. All of the tables 
are baseu on NCFPE staff calculations. 



Table F-1: 

Type Al: Tax Credits, by Hxpeuse Category and Income Category, Fiscal 1977 



F.xpense 
■\^^Category 
Income «^.,^^ 
Category 


$0-500 


$500-1,000 $1 ,000-1,500 


>$I,500 


Total 


<$3,000 


0 


0 


0 


0 


0 


$3,000-0,000 


29,658 


122,499 


50,325 


52,271 


254,803 


$6,000-7,500 


i8,8J7 


62,061 


33,583 


32,679 


147, IbO 


$7,500-10,000 


30,948 


142,436 


40,300 


69,842 




$10,000-15,000 


74,792 


295, 152 


153,524 


184,794 


?08, 1162 


$15,000-25 ,000 


49,011 


260,778 


142,490 


165,972 




>$25,000 


12,895 


5 3,077 


25, 124 


55,068 


l4r.,lC4 
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Table F-2: 

Type A2: Tax Credits, by Expense Category and Income Category, Fiscal 1977 

Total 



Expense 
Category 



$0-500 $500-1,000 $1,000-1,500 >$1,500 



Income ^^s^ 


<$3,000 


0 


0 


0 


0 


0 


$3 000-6.000 


39,545 


138,931 


51,721 


52,271 


282,468 


$6,000-7,500 


25,103 


70,386 


34,481 


32,679 


162,649 


$7,500-10,000 


41,265 


161,543 


41,377 


69,842 


214,02? 


$10,000-15,000 


99,723 


334,746 


157,626 


184,794 


776,889 


$15,000-25,000 


31,307 


160,071 


85,371 


114,903 


291,651 


>$25,000 


0 


3,000 


2,546 


9,413 


14,959 


Total 


236,943 


868,671 


273,121 


463,902 


2,942,642 



Table F-3: 

lype B: Tax Credits, by Expense Category and Income Category, Fiscal 1977 



''^^^ Expense 
^"^*"-ss.c;at©gory 

Income ^^*""*v.s^ 
Category 


$0-500 


$500-1,000 


$1,000-1,500 


>$1 ,500 


Total 


<$3,000 


0 


0 


0 


0 


n 


$3,000-6,000 


39,545 


174,429 


57,286 


56,292 




$6,000-7,500 


25,103 


88,298 


38, 191 


35, 193 




$7,500-10,000 


41 ,26S 


212,f)52 


45.829 


75,214 




$10,000-15,000 


79,723 


419,952 


174,560 


1 '.)9 , U09 




$15,000-25,000 


41,515 


296,820 


129,()^lt 


142 ,991 




>$25 ,000 


0 


4:>.-^i() 








Tot.il 








>• 'I 'l , : ■■ .' 
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Table F-4: 

Type C: Tax Credits, by lixpense Category and Income Category, Fiscal 1977 



^s.^,^^ Expense 

^"^v.s^ategory 
Income 

Category ^"""^^ 


$0-500 


$500-1,000 $1,000-1,500 


>$1,500 


Total 


<$3,000 


0 


0 


0 


0 


0 


$3,000-6,000 


29,659 


159,846 


82,983 


88,458 


360.946 


$6,000-7,500 


18,827 


80,982 


55 321 


55,303 


210,433 


$7,500-10,000 


30,948 


185,862 


66,386 


U.8,194 


401,390 


$10,000-15,000 


74,792 


385,138 


252,900 


312,728 


1,026,558 


$15,000-25,000 


49,011 


340,283 


234,722 


280,875 


904,891 


>$25,000 


25,790 


138,519 


82,983 


186,384 


432,676 


Total 


220,02? 


1,290^ 620 


776,295 


961,942 


3,336,894 



Table F-5: 

Type I): Tax Credits, by lixpense Category and Income Category, Fiscal 1977 




lixpense 
Category 



$0-500 $500-1,000 $1,000-1,500 >$I,500 



Total 



<i .,000 
$3,000-6,000 
$6, 000-:'. 500 
$7,5O0-l()/;0O 

$10,000 ir> .000 

$15,000- J:^, 01)0 



0 

50 , 5 -IS 

J3 , lo:^ 

41 , JhS 
'J 9 , 

( > . > , •! .^ ( 1 



0 

221, H71 
1 12,404 

2^^ ,972 
r. 34 ,SHO 



0 

10.^,115 
68,74 3 
82,402 
514,254 
201 ,()()? 
04 ,022 



0 

108,473 
07,810 
144,030 
383,480 
344 ,4 20 
200,720 



0 

473,003 
1:74, 06 € 

1,. ';•/.? 
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Table F^6: 

Type Al: Tax Credits, by Expense Category and Income Category, Fiscal 1980 



Expense 
^^*v^ategory 
IncoM 
Catesory 


$0-500 


$500-1,000 $1,000-1,500 


>$1,500 


Total 


<|3,000 


0 


0 


0 


0 


0 


$3,000-6,000 


34,741 


123,449 


56,450 


54,534 


269,174 


$6,000-7,500 


22,053 


62,498 


37,633 


33,399 


155,583 


$7,500-10,000 


36,264 


143,330 


45,160 


71,362 


296,116 


$10,000-15,000 


87,609 


297,507 


172,137 


ifio SIS 


745.968 


$15,000-25,000 


57,399 


262,076 


159,672 


169,513 


648,700 


>$25,000 


15,105 


53,466 


28,225 


56,258 


153,054 


Total 


253,169 


942,326 


497,17? 


573,921 


2,268,595 



Table F-7: 

Type A2: Tax Credits, by Expense Category and Income Category, Fiscal 1980 



Category $0-500 $500-1,000 $1,000-1,500 >$1,500 Total 



Income ^*>\^^ 

ratefforv — 


<$3,000 


0 


0 


0 


0 


0 


$3,000-6,000 


45,363 


144,193 


56,450 


54,534 


300,540 


$6,000-7,500 


28,796 


72,999 


37,633 


33,400 


172,828 


$7,500-10,000 


47,352 


167,414 


45,160 


71,362 


331,288 


$10,000-15,000 


114,394 


347,497 


172,037 


188,815 


792, 743 


$15,000-25,000 


36,561 


219,446 


110,542 


117,383 


473,931 


>$25,000 


0 


0 


10,856 


21,638 


32,494 


Total 


272,465 


911,549 


432,678 


487, 132 


2,103,824 



1 

Table F-8: 

Type B: Tax Credits, by Expense Category and Income Category, Fiscal 1980 



""^•s^^ Expense 
Income 

Category ^^^^ 


$0-500 


$500-1,000 $1,000-1,500 


>$1,S00 


Total 


^ * •? HAH 


0 


0 


0 


0 


0 




47,355 


177,179 


61,792 


58,729 


343^955 


$6,000-7,500 


30,060 


89,649 


40,528 


35,969 


196,206 


$7,500-10,000 


49,431 


215,596 


48,633 


76,852 


381,512 


$10,000-15,000 


119,416 


426,751 


185,271 


213,339 


934, ??6 


$15,000-25,000 


52,646 


300,743 


137,563 


146,077 


637,029 


>$25,000 


8,466 


46,015 


18,238 


36,352 


109,071 


Total 


307,274 


2 J 245^833 


491^024 


657^318 


2,602,549 



Table F-9: 

Type C: Tax Credits, by Expense Category and Income Category, Fiscal 1980 



Expense 

^\Category $0-500 $500-1 ,000 $1,000-1,500 >$1,500 Total 
Income ^'--s. 

Category ^"""^^^ 



<$3,000 


0 


0 


0 


0 


0 


$3,000-6,000 


36,290 


176,067 


95,530 


92,288 


400,175 


$6,000-7,500 


23,03b 


89,137 


63,686 


56,523 


07 *) *' 0 «' 


$7,500-10,000 


37,882 


214,421 


76,424 


120,767 




$10,000-15,000 


91,515 


424,313 


291,139 


319,532 


i,r.:r,.}j.' 


$15,000-25,000 


59,958 


373,781 


271,214 


286,936 




>$25,0CO 


31,557 


152,508 


95,530 


190,4 13 








I, -'^20, 227 


dj2, 522 




f * : « f > 




it!- 


221 


232 







Tabic- F-iO: 



Type D: Tax Credits, by Expense Category and Income Category, Fiscal 1980 



Expense 
^•^^s^Category 
Income ^v^^ 
Category 


$0-500 


$500-1,000 $1,000-1,500 


>$1,500 


Total 


<$3,000 


0 


0 


Q 


0 


0 


$^,000-6,000 


48,903 


239,309 


117,241 


113,262 


518,715 


$6,000-7,500 


31,043 


121,154 


78,160 


69,369 


299,726 


$7,500-10,000 


51,048 


277,848 


93,793 


148,214 


572,913 


$10,000-15,000 


123,322 


576,588 


357,317 


392,153 


1,449,370 


$15,000-25,000 


80,675 


518,141 


331,626 


352,149 


1,272,491 


>$25,OO0 


74,515 


182,942 


117,592 


214,455 


529,514 


To tci t 


403,506 


1,905,882 


1,085, 719 


1,289,602 


4,651,719 
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